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To: The Honorable Marcus R. Oshiro, Chair,
The Honorable Marilyn B. Lee, Vice Chair; and
Members of the House Committee on Finance

Date: Tuesday, April 3, 2012
Time: 5:00 p.m.
Place: Conference Room 308, State Capitol

From: Dwight Y. Takamine, Director
Department of Labor and Industrial Relations (DLIR)

• Re: SB2739 SD2HDI RELATING TO THE SMALL

• BUSINESS REGULATORY REVIEW BOARD

OVERVIEW OF PROPOSED LEGISLATION
V Authorizes the Small Business Regulatory Review Board (SBRRB) to

potentially conduct an additional public hearing on a rule change when a
rulemaking agency does not make changes requested by public input at a
public hearing and the agency’s small business statement is inconsistent with
its determination or does not address the concern raised at the public hearing.

The DLIR opposes SB2739 SD2HDI.

Ill, COMMENtS ON THE SENATE BILL
Overall, this proposal adds additional costs and responsibilities to the department
without providing the commensurate resources to carry out the measure’s purpose.
The department continues to struggle with meeting its rulemaking responsibilities and
the requirement in the measure will exacerbate the situation.

The DLIR believes that the current rulemaking process already provides sufficient
review of agency rules with respect to small businesses. Hawaii Revised Statutes,
(HRS) Section 91-6 and Section 201M-6 permits an affected party to file a petition to.
amend or repeal a rule with an agency and requires the agency to respond in 30
days.

The public interest is not served by adding additional responsibilities to the
departments without resources and adding more “red tape” to the already lengthy
rulemaking process.
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TESTIMONY ON SENATE BILL NO. 2739, S.D. 2, H.D. I — RELATING TO THE
SMALL BUSINESS REGULATORY REVIEW BOARD.

TO THE HONORABLE MARCUS R. OSHIRO, CHAIR, AND MEMBERS OF THE
COMMITTEE:

My name is Keali’i Lopez and I am the Director of the Department of Commerce

and Consumer Affairs (DCCA). DCCA appreciates the opportunity to testify in

opposition to this bill.

The purpose of this bill is to authorize the Small Business Regulatory Review

Board to require an agency to conduct another hearing on a rule change when the

rulemaking agency declines to make changes requested at the first hearing and the.

agency’s small business statement, submitted after the hearing, does not address the

concern raised at the first hearing. The language of this draft is identical to House Bill

No. 2268, H.D. 2 that was held by the Senate Committee on Economic Development

and Technology on March 14.
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While the Department recognizes the importance of an inclusive and transparent

rulemaking process that duly considers comments from all interested parties, there are

adequate protections in Haw. Rev. Stat. 91-3(a), 91-6 and 201M-6 to address the

concerns a person may have about a proposed rule. In particular, 201M-6 allows an

affected party to file a petition to amend or repeal a rule.

Also, requiring a second hearing will unnecessarily lengthen an already lengthy

process and further raise the cost of implementing or revising rules.
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RELATING TO THE SMALL BUSINESS REGULATORY REVIEW BOARD

Chair Oshiro, Vice Chair Lee, and Members of the House Committee on Finance.

The Department of Business, Economic Development, and Tourism offers

comments on SB 2739 5D2 HDI. The bill authorizes the small business regulatory

review board to require an agency to conduct another public hearing on a rule change

when the rulemaking agency declines to make changes requested at the first hearing

and the agency’s small business statement, submitted after the hearing, indicates

inconsistency with its earlier determination or does not address the public’s concerns.

The language in the proposed amendment could reasonably be subject to

interpretation and may increase the time that it takes to get a proposed rule or rule

change adopted. Currently, the Governor has the authority to require departments to

hold additional public hearings on proposed rules and rule amendnients prior to

adoption of the final rule.

Thank you for the opportunity to testify on this measure.
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Statement of
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S.B. 2739, S.D. 2, H.D. I

RELATING TO THE SMALL BUSINESS REGULATORY REVIEW BOARD.

SB. 2739, S.D. 2, H.D. I authorizes the Small Business Regulatory Review Board
(SBRRB) to supersede an agency’s determination on proposed administrative rules.
HHFDC, therefore, opposes the H.D. 1 and prefers the bill as originally introduced.

The H.D. 1 empowers the SBRRB with the ability to require State agencies to conduct a
second public hearing if, in its sole discretion, it finds that the agency did not address
public input in the proposed rule. HHFDC is concerned that this is inappropriate, and will
add significant costs and delays to the rulemaking process.

The current rulemaking process already requires State agencies to conduct a second
public hearing on rules that include substantive amendments following the initial public
hearing. And, if an agency’s decision is to proceed with the existing rule draft without
amendment after taking into account public input at the initial public hearing, a second
public hearing is not likely to have any effect other than to waste time and money. We
also note that under current law, the public, including owners of small businesses,
already have the ability to petition an agency for the adoption, repeal, or amendment of
any rule.

Thank you for the opportunity to provide written comments on this bill.
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To: The Honorable Marcus Oshiro, Chair,
and Members of the House Committee on Finance

Date: Tuesday, April 3, 2012
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Place: Conference Room 308, State Capitol

From: Frederick D. Pablo, Director
Department of Taxation

Re: S.B. 2739 S.D. 2, HDI Relating to the Small Business Regulatory Review Board

The Department of Taxation (Department) appreciates the intent of 5B2739 S.D. 2
H.D. 1, but the Department cannot support delegating authority to hold additional public hearings
over matters governed by the Department under Title 14 of the Hawaii Revised Statutes to a
voluntary Board which is neither administratively attached to the Department, nor has subject
matter expertise in taxation.

S.B. 2739 S.D. 2 H.D.1, authorizes the small business regulatory review board to require
an agency to conduct another public bearing on a rule change when the rulemaking agency
declines to make changes requested at the first hearing and the agency’s small business
statement, submitted after the hearing, indicates inconsistency with its earlier determination or
does not address the public’s concerns.

The Department appreciates the need for public hearings when contemplating adoption of
new administrative rules. However, we are hesitant in granting a voluntary review Board the
authority to intercede in the• Department’s rule-making process and require an additional public
hearing if the Department”.. .does not address the concerns of public input.”

The Department’s need for administrative rules usually arises when the Department is
attempting to address noncompliance by certain segments of the public. For the most part, this
will likely insure that there will be taxpayers opposed to the Department’s adoption of
administrative rules, regardless of whether the proposed rules are fair and consistent with the
statutes. In other words, the Department will likely always have taxpayers who say that we
didn’t address their concerns.
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For this reason, the Department is concerned that the language of subsection (b) in
section 2 of the bill, “does not address the concerns of public input” is too broad and subjective a
reason for requiring additional public hearings. Moreover, tax-related rules are not easily
understood by non-practitioners. We are concerned that these volunteers may be making an
assessment regarding whether we addressed the concerns of taxpayers without sufficient
understanding of tax policy or practice. As a result, this additional hearing process could become
unduly burdensome for the Department.

Thank you for the opportunity to provide comments.
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TO: The Honorable Marcus R. Oshiro, Chair
House Committee on Finance

FROM: Patricia McManaman, Director

SUBJECT: SB. 2739, S.D. 2, H.D. I — RELATING TO SMALL BUSINESS
REGULATORY REVIEW BOARD

Hearing: Tuesday, April 3,2012; 5:00 p.m.
Conference Room 308, State Capitol

PURPOSE: The purpose of this bill is to authorize the Small Business Regulatory

Review Board to require an agency to conduct another public hearing on a rule change

when the rulemaking agency declines to make changes requested at the first hearing

and the agency’s small business statement, submitted after the hearing, indicates

inconsistency with its earlier de.termination or does not address the public’s concerns.

DEPARTMENT’S POSITION: The Department of Human Services (DHS)

opposes this bill. This measure to allow the Small Business Regulatory Review Board

(SBRRB) to require a second hearing if the SBRRB determines that concerns raised at a

public hearing were not adequately addressed is unnecessary. The public interest is not

served by adding another layer of “red tape” when government should be seeking to

streamline its processes. There are sufficient protections in the existing Chapter 91-3(a),

Hawaii Revised Statutes (HRS), to address the concerns of a party who feels that a rule

should be adopted, amended or repealed. In addition, HRS Section 91-6 and HRS
AN EQUAL OPPORTUNITY AGENCY



Section 201 M-6 allow an affected party to file a petition to amend or repeal a rule with an

agency that must be responded to in thirty days.

Finally, the Governor already has the authority to require departments to hold

additional public hearings on proposed rules or rules changes before the final rules are

adopted.

Requiring a second public hearing will impede agencies’ ability to implement on a

timely basis, Federal and State statutes governing their programs. Delay in

implementation could mean loss of Federal dollars to the State for non-compliance. The

vague criteria language of this bill would give the SBRRB the authority to indefinitely

delay the adoption and implementation of administrative rules.

Additionally, there will be cost implications for agencies if they are required to hold

a second hearing.

Thank you for the opportunity to provide testimony on this bill.

AN EQUAL OPPORTUNI1Y AGENCY
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Hawaii Public Housing Authority
Before the

HOUSE COMMITTEE ON FINANCE

April 3, 2012 5:00 P.M.
Room 308, Hawaii State Capitol

In consideration of
Senate Bill 2739, House Draft I

Relating to the Small Business Regulatory Review Board

Honorable Chair and Members of the House Committee on Finance, thank you for the
opportunity to provide you with comments regarding Senate Bill 2739, as amended by
House Draft 1, relating to the Small Business Regulatory Review Board.

The Hawaii Public Housing Authority (HPHA) strongly oiposes enactment of this
measure, which would amend Section 201M-3, Hawaii Revised Statutes (HRS), to allow
the Small Business Regulatory Review Board (SBRRB) to require an agency to hold
additional public hearings if, in its discretion, the public requests a change to a proposed
administrative rule that affects small business and the SBRRB disagrees with the
agency’s statement of reasons for adopting the proposed rule without the requested
change.

Such a statutory amendment would exacerbate the already onerous administrative
process involved under Chapter 91 rulemaking. This process adequately provides for
public input in all steps of the process of an agency rulemaking action. The public is
already open to participate in Board or Commission deliberations on proposed rules and
by Executive order, all proposed rulemaking actions go to the SBRRB prior to
Governor’s approval to go to public hearing. Then, there is a minimum 30-day public
review and comment period culminating in public hearing. Finally, most proposed rules
would be then brought back to the agency’s Board or Commission for final approval,
which provides additional opportunity for public input.

The measure as currently drafted is dramatically different from the original
Administration draft of the bill. It represents a major expansion of power to the SBRRB
that is not necessary to protect the interests of small business, and which could add
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additional delays to an already extended period of time. Any concerns with the process
of administrative rulemaking should be addressed by examining Chapter 91, not by the
expansion of the powers of the SBRRB far beyond that which was originally intended for
the Board.

The HPHA appreciates the opportunity to provide the House Committee on Finance
with the agency’s position regarding S.B. 2739, H.D. 1. We respectfully request the
Committee to hold this measure, and we thank you very much for your dedicated
support.
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SENATE BILL NO. 2739, 5D2 HD1
RELATING TO THE SMALL BUSINESS REGULATORY REVIEW BOARD

Chairperson Oshiro and Members of the Committee:

Thank you for the opportunity to testify on Senate Bill No. 2739, SD 2 HD1 - The

purpose of this bill is to authorize the small business regulatory review board to require an

agency to conduct another public hearing on a rule change when the rulemaking agency

declines to make changes requested at the first hearing and the small business statement post

public hearing indicates inconsistency with the earlier determination or does not address the

public’s concerns. The department opposes the bill.

The Department believes that the current rulemaking process provides sufficient review

of agency rules with respect to small businesses. This bill would increase the time required for

the already lengthy rulemaking process resulting in increased costs and a decrease in

efficiency.

Thank you for the opportunity to submit testimony.
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS
Organized August 7, 1943
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Before the House Committee on Finance

Tuesday, April 3, 2012 at 5:00 p.m.

Conference Room 308

Re: Support for SB2739. SD2, HDI

Chair Marcus R. Oshiro, Vice Chair Marilyn B. Lee, and Committee Members:

I am the State President of the Hawaii Association of Public Accountants (HAPA).
HAPA is a state-wide organization with chapters in all of Hawaii’s counties. I am also a
licensed CPA and a principal in the firm Niwao & Roberts, Certified Public Accountants,
a Professional Corporation, located on Maui.

HAPA strongly supports SB2739, 5D2, HD1 because it addresses a long-festering
problem in the procedures of how Hawaii’s boards develop Hawaii Administrative Rules.
In short, SB2739, SD2, HD1 provides an answer to the question, ‘What can be done to
ensure transparency in governmental decision making and to ensure that the voices of
concerned citizens are heard when a board inadvertently or intentionally bends proce
dural rules or worse, aces rogue?”

For many years, HAPA has shared with a number of State Senators and Representa
tives our frustration with the State Board of Public Accountancy over how that Board
develops and implements administrative rules. Over and over, substantive discussions
and decision making by the Board appear to have been conducted in executive ses
sions rather than in public meetings. Moreover, the minutes of the Board’s public meet
ings too often differ substantially from the recollections and contemporaneous notes
taken by HAPA representatives present at the public meetings. As a result, HAPA regu
larly makes audio recordings of the Board’s public hearings and meetings to document
our concerns.

When members of the public submit written testimony at a public hearing of the Board
of Public Accountancy, this written testimony is only available to the public in redacted
format through a formal Office of Information Practices (OIP) request. This is not cor
rect. Furthermore, when the public raises objections to or makes recommendations for
changes to proposed administrative rules, those objections and recommendations are
all too often either ignored until a formal complaint is filed, or glossed over after the
Board’s hands have been caught in the cookie jar. Time~and again, HAPA has been
told that its only remedy is to file a lawsuit against the Board.



582739, SD2, HOl provides a common sense solution to this problem outside of
expensive litigation by giving the Small Business Regulatory Review Board the power to
send proposed rules back for a second public hearing when the Small Business
Statement provided to it is inconsistent with any of the agency’s determinations under
section 201 M-2(b) or does not address the concerns of public input.

To demonstrate why SB2739, SD2, HD1 is needed, the following documents are
included as part of this testimony to show what recently transpired with the Board of
Public Accountancy when it amended HAR 16-71-21(e).

• Letter from the Small Business Regulatory Review Board to Governor Neil
Abercrombie, dated December 13, 2011.

• Letter from HAPA to the Small Business Regulatory Review Board, dated
December 6, 2011.

• Letter from HAPA to the Small Business Regulatory Review Board, dated
October 10, 2011.

• HAPA’s written testimony to the Board of Public Accountancy, dated October 5,
2011, concerning the Board’s proposed repeal of HAR 16-71-21(e).

• Written transcript of the audio recording of the Board of Public Accountancy’s
October 7, 2011 publlc meeting that followed the public hearing held earlier that
same day regarding the proposed repeal of HAR 16-71-21(e).

• The Board of Public Accountancy’s response to HAPA’s formal OIP request for
copies of all of the written testimony received for the Board’s public hearing on
October 7, 2011, including redacted copies of the testimonies received.

Collectively, the above represent one case study in the Board of Public Accountancy’s
disregard for the spirit and letter of Hawaii’s administrative rule making procedures.
HAPA can provide other case studies upon request.

In closing, HAPA urges you to support SB2739, SD2, HDI as a common sense solution
to a problem that has gone on far too long. Thank you for this opportunity to testify.

Respectfully submitted,

John W. Roberts. M.B.A., CPA
HAPA State President

2
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Enclosure (October 10. 2011 Correspondence)

c: Mr. John W. Roberts, HAPA State President
Keali’i S. Lopez, Director, OCCA
Laureen M. Kai, Executive Officer, DCCA
Nelson Lau, Member, Board of Public Accountancy
Charles Au. Review Board Discussion Leader

TO: Governor Nell Abercrombie

e~---—~-~ h’...
FROM: Sharon L. Pang, Chairperson .3

Small Business Regulatory Review Board

DATE: December 13. 2011

SUBJECT: Correspondence dated October 10, 2011, from John W. Roberts,
M.B.A., CPA, President of Hawaii Association of Public
Accountants (HAPA). regarding ~Board of Public Accountancy
Meeting on October 7, 2011 and the Repeal of HAR 16-71-21(e)

As you are aware, the Small Business Regulatory’Aeview Board (Review Board)
provides recommendations to State and County agencies on proposed rules and
proposed rule amendments, pursuant to Chapter 201 M, HRS. and the Governor’s
Administrative Directive No. 09-01.

At its December 7, 2011 board meeting, the Review Board members met with Mr.
John W. Roberts, State 1-IAPA President regarding the above-captioned
correspondence (see attached). Also in attendance were Mr. Nelson Lau. Member
of the State’s Board of Public Accountancy, and Ms. Laureen Kai, Executive Director
for the Board of Public Accountancy at Department of Commerce and Consumer
Affairs (DCCA).

To date, despite the public hearing being held on October 7. 2011. in regards to the
repeal of HAR Subsection 16-71-21(e), the Review Board has not received a ~srnall
business statement after public hearing,’ pursuant to Chapter 201M-3, HRS. Based
on this and other factors discussed in the meeting, please be advised that the
Review Board is disappointed in the Board of Accountancy’s handling of the overall
rule review process. In addition, the Review Board recommends that, going forward.
there be more cooperation and collaboration between the Board of Accountancy and
the stakeholders.
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December 6. 2011

Sharon L. Pang. Chair.
Charles KM. Au, First Vice Chair,
and Members of the
Small Business Regulatory Review Board
P.O. Box 2359
Honolulu, Hawaii 96804

Re: Board of Public Accountancy Meeting on October 7, 2011
and the Repeal of MAR 16-71-21(e)

Dear Chair Pang, First Vice Chair Au, and Members of the Board:

Further to my letter to you dated October 10, 2011, I am enclosing a transcript of the
portion of the public meeting of the Board of Public Accountancy (BOPA) pertaining to
HAR 16-71-21(e) held on October 7.2011. This transcript is based on an audio record
ing that I made of the entire public meeting as well as the BOPA public hearing held
earlier that same day, The Hawaii Association of Public Accountants (HAPA) routinely
records BOPA public meetings because minutes in the past were not accurately taken.

I believe that the audio recording corroborates the following points made in my earlier
letter to you.

1. The written testimony received regarding the proposed amendment was not read
into the record. Furthermore, neither the names of those who submitted written
testimony nor the number of testimonies received for and against amending MAR
16-71-21(e) were disclosed. This was not done until the November 2011 BOPA
public meeting after the BOPA learned of HAPA’s complaint.

2. The objections raised in both written and oral testimony were not addressed.
AgaIn, these objections were not disclosed until the November 2011 BOPA
public meeting, where some points were made to try to justify the BOPA’s deci
sion.



3. Copies of the written testimony received were not made available to the public
except through a formal OIP request. KAPA subsequently made a written alp
request and received one set of copies of written testimony redacted for certain
information (see attached).

In addition, the audio recording and related transcript also raise the following more
disturbing question concerning the BOPA not following OiP rules regarding public
meetings.

When and where did the BOPA actually hold substantive public discussions to
consider the oral and written testimony received regarding HAR 16-71-21(e),
some of which was lengthy and highly-technical?

As noted In the transcript, Chairperson Thomas Ueno opened the subject of 1-IAR 16-
71-21 Ce) by providing a long oral summary of. . . what the Board has been talking uh
about on this particular Issue.. .“ This Is interesting because the only BOPA member
who actually spoke on lIAR 16-71-21(e) after the motion was made and before the vote
was Craig K. Hirai, who stated, “Yes, urn, I am going to vote no. Um, I believe that
licensees should have continuing education, so I am going to vote no.”

When asked whether the BOPA was going to explain why it voted for the amendment
and address the concerns of those who submitted testimony against it, Chairperson
Ueno stated that is what he was attempting to do in his opening remarks before a
motion to amend HAR 16-71-21(e) had even been made. Similarly, afterthe formal
vote, Executive Officer Laureen Kal stated, “Uh, also the discussion did center on that
the board members felt very strongly that the adverse Impact on expected applicants
was significant enough that urn.. . this rule change was necessary.. . uh, that’s all I
have.” I nor any of my HAPA colleagues who attended the BOPA meetings can recall
any substantive Board discussion on the subject.

I will be attending the public meeting of the Small Business Regulatory Review Board
on December?, 2011. At that time, I will be available to answer questions as well as
provide a CD containing the audio recordings of the BOPA public hearing and public
meeting held on October 7, 2011 on the amendment of MAR 16-71-21(e).

2



Thank you for your consideration and assistance in this matter.

Very truly yours,

John W. Roberts. M.B.A., CPA
HAPA State President

Enclosure: HAPA Letter Dated October 10,2011.
Transcript of portion of BOPA public meeting pertaining to
HAR 16-71-21(e) on October 7, 2011.
Copy of Written Testimonies.

cc: Senator Rosalyn H. Baker
Representative Robert N. Herkes
Representative Isaac W. Choy

a
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS
Ctganlzed August?. 1943

P.O. BOX 61043
HONOLULU1 HAWAII 06839

October 10,2011

Sharon L. Pang, Chair,
Charles K.H. Au. First Vice Chair.
and Members of the
Small Business Regulatory Review Board
P.O. Box 2359
Honolulu, Hawaii 96804

Re: Board of Public Accountancy Meeting on October 7, 2011
and the Repeal of lIAR 16-71-21(e)

Dear Chair Pang, First Vice Chair Au, and Members of the Board:

The HawaII Association of Public Accountants (HAPA) believes that the Hawaii Board of
Public Accountancy (SOPA), at its meeting on October 7, 2011, vIolated Hawaii’s Small
Business Bill of Rights. HAPA requests that the Small Business Regulatory Review
Board review the substance and procedure of BOPA’s decision to amend HawaII Ad
ministrative Rule (lIAR) Subsection 16-71-21(e) to determine whether the Small Busi
ness BUl of Rights was violated and to take appropriate action.

HAPA believes that the Small Business Bill of Rights was violated for the following rea
sons:

1. The repeat of lIAR Subsection 16-71-21(e) in itself violates sections II and IV of
the Bill of Rights. See HAPAs attached written testimony.

2. The violation of Important procedures at the BOPA hearing also violated the Bill
ofRights, including:

a. Failure to read Into the record or even acknowledge any of The written tes
timony received at the hearing.

b. ~aiiure to address the objections raised in both written and oral testimony.

c. Failure to make available written copies of the testimony received except
through a formal Office of infomiation Practices request.



Should you have questions or require additional Information, you may telephone me at
(808)2424600 ext. 223.. a-maN me at hapanresident@iaol.com, or write me care of
2145 Wells Street, Suite 402. Walluku, HI 96703.

Thank you for your consideration and assistance In this matter.

Very truly yours,

~John W. Roberts, M.B.A., CPA
HAPA State President

Enclosure: HAPA Written Testimony on the Proposed Repeal of HAR Subsection
16.71-21(e)

cc~ The Honomble Isaac W. City,
State Representative, Dishlct 24
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HAWAII ASSOCIAtiON OF PUBLIC ACCOUNTANTS
C,ganhzedAugustt. 1943

P.O. BOX 61043
HONOLULU. HAWAII 96939

October 5, 2011

Thomas T. Ueno, CPA. Chairperson. Kent K. Tsukamoto, CPA, Vice Chairperson,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu1 Hawaii 96813

Re: Testimony In opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requiring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate.

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

The board of directors of the Hawaii Association of Public Accountants (HAPA) opposes
the proposed amendment to repeal KM SubsectIon 18-71-21(e) because the repeal
would result in CPA license-only holders violating:

1. HRS §466-10 ProhIbited Acts.

2. The ethical standards promulgated by the American institute of Certified Public
Accountants (A1CPA). an integral part of the regulatory framework for CPAs in
Hawaii under HRS §4368-19. including:

a. ET Section 53 - Article ii The Public Interest; and

b. ET Section 58- Article V - Due Care.

3. Common sense.

Furthermore, the repeal of HAR Subsection 16-71-21(e) would in itself vIolate sections II
and IV of the Hawaii Small Business Bill of RIghts.



Based on these resulting violations of Hawait Revised Statutes, AICPA Ethical Standards.
and Hawairs Small Business Sf1 of Rights, HAPA urges the Board of Public Accountancy
to reconsider Its position and withdraw Its proposed amendment to repeal lIAR Subsection
16-71.21(e). The following presents HAPA’s concerns In more detail.

HRS 6486.10 ProhIbited Acts;

FIRS §466.10 defines the legal use of the titles “certified public accountant’ and “CPA.” As
shown below, HRS §488-10(1) clearly stales that a person must hold both a current
Ucense and a current permit to precflce In order to legally use the title or designation
“certified public accountant” or “CPA.”

Except as otherwise provided in subsection Cd) of this section. ritoemon shall

abbreviation “CPA or any other tItle, designation, words, letters, sign, card, or
device likely to be confused with ‘certified public accountant’ or “CPA” or tending to
Indicate that the person Is a certified public accountant, unless the cersen holds a
~ miblic accountant Issued under this chapter and a cuffent
oermit to practice issued under this chapter (emphasIs added);”

One of the core Issues related to the use of professional titles or designations “certified
public accountant’ and “CPA” Is the reomaentatlon of special knowledos. This Issue Is
specifically and clearly addressed hi detafl In HRS §466-10(c) (1) below.

$s o,pnpq Ihallalohl or aftIflpce~so~’s name or any lade or assumed name used by
the person fri the person’s profession or business with any wording Indlealino.

or Imolvina Hat the namon Is an accouabnt or auditor. orwkti any
wnJn~atIna~ !MnflUM, flplvhia fl~ 1W p~çgq P9 pqç~ql knoMedgein
ao~c”iffno or auditino, to sin coinion or certlIlcate attastino In any way to the
rsJiflhjlIy~reorn~ljon or ..tTmata in renard to any omen or orgenlzation
.n6~acIn~

(A) Financial Information, or

(B)

SIP”!—. Ioaqq, and a aoØSr~qmqssJhe.qeraon holds a current license
and a currant marmtto_macUce batted uNder this chat.,
(eniphasla added)7

In light of the above, HAPA believes that repealing lIAR Subsection 16-71-21(e) end
allowing a person without a cuirent license ante current cermit to oractlca to attest to the
expedence requirement of a new CPA candidate isa prohibited act that violates HRS
§468-10 Cc).
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HRS $4368.19 and CPA Ethical Standards:

HRS §4368.19(9) specifies the grounds for revocation, suspension, renewal, restoration,
denial, OT condition of licenses. It says:

• . In addition to any other acts or conditions provided bylaw, the licensing
authority may refbse to renew, reinstate or restore or may deny, revoke, suspend,
or condition In any manner. any license for any one or mere of the following acts or
conditions on the part of the licensee or the applicant thereot

(9) Conduct or oracuce contrary Ia recoenized standards of ethics for the
licensed orofeeslon or vocaion (emphasis added);’

Given that the AICPA Principles of the Code of Professional Conduct lot CPAs, also
known as the Code of Ethical (Efl Standards, are unlvemally recognized as the standards
ofethlcsforCPAsin Hawaii regardless of whethera Hawaii CPA flcenseorpermittiolder
isa rnamberof the AIOPA, any changes to the Hawali Administrative Rules must not
contradict or piece a CPA license or permit holder In a position whets ha or she would
violate any of the AICPA ET Standards. The repeal of HAR SubsectIon 16-71-21(e),
however, would create precisely this contradlctlonivlotatlon.

El’ SectIon 53 ArtIcle 17— The Public Interest

ET~53.O1 elates:

‘A dWffioulehfrio maric of a orofesslon is acceptance of Its resoonslbility to the
oublic. The accounting profession’s public consists of clients, credit grantors,
governments, employers, investors, the business and financial community. and
others who rely on the objectivity and lfltagrity of certified public accountants to
maintain the orderly functioning of commerce. This reliance Imposes a public
Interest responsibility on cestlfled public accountants, The public Interest Is defined
as the collective wellbaing of the community of people and Institutions the
profession serves (emphasis added).’

Et §53.04 further states:

‘All wha acted meinberablo In the Aniedoen Institute of Certified Public
Accountanla commit themselves to honor the ogbflc bust In return for the faith that
me~uhlb r,possa In thepi. n~an~y~ s~pg~d,e~e~ con~puaIiv to clqrponstrnle thelç
dedication to orofssslonal e3ceflance.”

With respect to the certification of work experience of CPA candidates, ET §53 oblIgates
supeMeors of CPA candidates to accept their responsibility to the public and seek
continually to demonstrate their dedication to professional excellence. In other words,
supervisors cedlMng the experience of CPA candidates have an obligation to the public to
remain technically current themselves through continuing professional educauon. CPA
permIt holders meet 1MB standard; CPA license holders do not.
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EF SectIon 66 Mlde V~Dun Care:

Et §55.02 states:

~Jiit,L1(1ittJtfT~7~It~fl.- synthesis of education and exoedence. It begins
with a mestety of the common body of knowledge required for designation as
certified public accountant The maintenance of comoetence reouires p

fIj~gygjo ieamffia and omfeaslonal Imorovement that must continue

______________________________ ills a mernbe?s Individual responsibinty.

In all engagements and In ali reeponsibiflties. each member should undertake to
achieve a level of competence that will assure that the quality of the member’s
services meets the high level of professional required by these Principles (emphasis
added)7

A CPA licensee who falls to abtaki continuing professional education (CPE) is not likely to
be competent Furthermore, that CPA licensee without CPE does not serve the public
uust by attesting to the experience requirement of a CPA candidate under his or her
supervision If the HRS requires *o yearn of professional experience In public
accountancy practice orltteoulvalsnt in private Industry and government (emphasis
added)7 The very nature of pubic accountancy practice ~!n@fl that CPAs In public
accountancy practice be current with continuing professional education by requIring CPAs
In public practice to obtain a permit topractice. The permit to practice imposes on a CPA
licensee the obilgallon to obtaIn 60 hours of professional cordinuing education every two
years.

E~ §56.05 stalez

°Djre care reaufres a member to plan and sunervise adeauatelv any
cm ansi adivttvforwtilch he orshe Is reapons~le (emphasis added).°

On.the4ob training and supervision of CPA candIdates is a professional activity that
demands the supervisor maintain current technical and other professional knowledge,
which Is normally obtained by continuing professional education currerilly not required of
CPA licensees. In a profession where on.the.job training is critical, Ills Just that simple.

Hawaii Stud BusineseBill at Rlahta~

The proposed change to HAR t671e21(e) violates two rights of local CPA finns as
described In the Hawaii Srñafl Business BIS of Rights. They are (underlined emphasis
added below):
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II. The deNt to a dear. stable, and oredictable reoutatorv and record keephig
envktnmaM with easily accessible InfoITnalion and adnihilstratlve rules In as
clear and concise language as Is practicable, Including the posting of all
proposed administratIve rule changes on the Internet webelte of the office of
the lieutenant governor.

iv. The itiht tOe treated eauallv and fairly, with reasonable access to state
a

Stable and Predictable Regulatory Environment HAR 18-71-21(e) as currently written
was adopted alter the customary nile making end public hearing process. The pros and
cons of HAR 16-71-21(e) were discussed at length by stalceholders at Board of Public
Accountancy public meetings overThe course of approximately a year and carefully
considered by the prevIous Board of Public Accountancy before being adopted for the
protection of HawaII’s consumers In January2010. The ImplemeritaiJon or the rule
requiring permit hotders (not license holders) to afloat to the work experience of CPA
candidates was delayed for approximately two years to provide time to accommodate CPA
candidates and their employers Impacted by this rule.

Now, just before HAR 16-71.21(e) Is to take effect on January 1,2012. the Board of Publlc
Accountancy reversed its position In a single meeting with barely any discussion. Such
fllp4lopplng on a rule that was thoroughly reviewed before passage creates an unstable
and unpredictable regulatory environment for Hawairs CPA profession.

Right to Be Treated Equally and Fairly: CPA firma, government, and private h*dustry
compete In HawaII to hire from the same pool of potential CPA candidates. In this
competition to recruit talent the proposed dienge to HAR 18.71-21(e) dls~1minates
against local CPA firms In favor of government and private Industry employers by
exempting government and private Industry from expensive training and permitting costs
for their accounting personnel. Although costly and time consuming, this training Is
recognized by the AICPA as necessary for consumer protection and the professional
development of CPAs. if It Is In The Interests of the pubuc that the technical knowledge or
CPAe be current, regardless of where they work, then CPA finns, government, and private
Industry employers of CPA candidates should face the sante regulatory requirements as
they compete to recruit and train the next generation of CPAs.
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Common Sense:

The repeal or HAR Subsection 1C-71.21(e) runs counter to the acceptance across the
nation that (lie public is best served if CPAs obtain continuing professional education.
Even the U.S. Internal Revenue Service has adopted the “more continuing professional
education Is better standard hi Its registered tax preparer program. But by repealing
HARlubsecUon 16.71-211e1. the Eond of Public Accountancy is savina that If some
continuing arofesslonel education Is aced for the nubile’s interest, then less

The Board’s position that CPA
candidates do not have to be supeMsed by. CPA permit to practice holders who receive
conllnt4ng professional education violates common sense.

Thank you for your consideration of this matter.

Respectfully submitted,

,iohnW. Roberte~ M.B.A. CPA
HAPA Stale President
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TRANSCRIPT

Board of Public Accountancy (BOPA)
Public Meeting Following Public Hearing on HAR 16-71-21(e)
October 7. 2011

Audio Recording Time 00:00 - 12:37 minutes: Conduct of other BOPA business
unrelated to NAB 16-71-21(e).

BOPA Chairperson Thomas Ueno: 12:37 minutes: The next point is consideration of
amendment to uh HAR 16-71-21(e). Uh, do you want to discuss any Doints on that?
I can give you a summary as to what the Board has been talking about on this
particular Issue. (Emphasis added.) Uh, first of all, uh, well when I look at it primarily
at the discussions we have had, the testimonies that we have had, they are basically
talking about criticizing or supporting the two-tier system that we have in Hawaii. Now
we have llcensure as well as we have the permit to practice. And basically what it is is
because we have a two-tier we also have different requirements for for each tier under
the Ilcensure requirement you know we have the pass the exam, you need to get your
uh.. . years of skIll, so many credit hours, and we also have the experience requirement
at that time. But uh, and the only CPE that is required under the maintain licensure
would be the ethics rules uh that we have right now, which is the four hours that is
required. Uh, as opposed to the uh permit to practice where we we basically say that
people in industry basically people In public practice they need to have,a permit to
practice. Md to maintain your permit to practice then you need to have all these hours
of CPE, which which includes the 80 hours of CPE for evely each two year period.
Okay. And so I think that the uh discussions that we have had are basically critical of
that - . of the two-tier structure. Okay. And that you know I certainly understand that
that we are discussing you know this thing there are a lot of people saying we need to
have CPE especially of the people uh who hold licenses licenses In general. Okay, so
that is what I am saying it is more more more criticism of the two-tier structure than it is
a criticism of the rule ItselL Okay, and uh .. I view this as uh when I started looking at
this is that the correction of a rule Is not the way to correct this ii we want to correct this.
And to change that and go back to go to a one-her structure and again you you are right
that in niosL states it Is one-tier. Where you only have you know a license and the
license does require CPE to maintain that license and it does not matter whether you
practice in in the public, okay, or whether you are in government, industry, or whatever.
And we also right off the bat I guess recently we just looking at the analysis of the
CPAs, The majority of the CPA5 are not in public practice okay they make up about
44%, I guess, of the people in of all CPAs are in public practice. The majority of them
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are not. Now not does not mean that the majority are in government or industry but you
know that some are retired CPAs, but they are doing but they are doing things other
than in public practice. Okay. And in the other states they they have required that we
only have one tier license CPE for that license. Hawaii does not. Okay and this Is what
has been done by previous legislatures and and I guess the our public okay saying that
that is what they thought was necessary. All right. So that is what we reviewed then
reflecting on that and how it reflects on this particular rule. Okay? Anything else?

Executive Officer Laureen Kal: Inaudible. . . decision making.

Chairperson Thomas Ueno: That’s right Is there any other discussion? Inaudible.

Assistant Attorney General Rod Tarn: Inaudible. .. Somebody just has to make a
motion one way or the other.

Chairperson Thomas Ueno: That’s right,

Vice-Chairperson Kent Tsukamoto: I brought up the first motion, so I make a motion to
amend the rule as presented.

Chairperson Thomas Ueno: Okay, is there a second to that motion?

Member Nelson K. M. Lau: Second.

Chairperson Thomas Ueno: So Nelson has seconded it. So there has been second. Is
there any discussion?

Member Craig K. Hiral: Yes, urn, P am going to vote no. Urn, I believe that licensees
should have continuing education, so I am going to vote no.

Chairperson Thomas Ueno: Is there any other discussion? Okay, are you ready
inaudible okay, all those In favor in favor of the motion...

ExecutIve Officer Laureen Kal: To amend the rule.

Chairperson Thomas Ueno: To amend the rule, okay maybe we can by a show of
hands, all those In favor of amending the rule raise your hand? Okay. And, all those
opposed? One. Okay. So the motion is carried. Okay.

Assistant Attomey General Rod Tarn: To to repeal subsection ‘&?
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Chairperson Thomas Ueno: To repeal subsection “e’.

Executive Officer L.aureen Kai: To amend the rules as proposed.

Chairperson Thomas Ueno: Right To amend the rule as proposed.

Unidentified: Inaudible.

Executive Officer Laureen Kai: Inaudible.

Chairperson Thomas Ueno: We will table the whole discussion on the revision of HAR
16-71-61. inaudible. on independence. integrity, and objectivity.

Hawaii Association of Public Accountants (HAPA) Legislative Committee Co-Chair
Marilyn Nlwao, J.D., CPA: Tom? Tom? Excuse me. Uh. aren’t you going to be
explaining, urn, why you are voting for the amendment? I mean, and address the
concerns of those who submitted testimony against? (Emphasis added.)

Chairperson Thomas Ueno: Okay. That Is what I was attempting to do. Uh, basically
saying that the. . . I think that the. . . because we are basically talking about the urn two
tier.. . okay. . . and that we probably... I would think that the we urn. . . a more
appropriate thing to do on something like that is to make a law change on two tier. Arid
to get that.. . if we want a one tier state. And then have hearings on that particular law.
And that will correct everything that we are talking about now. That will correct
everything. Okay, instead of trying to amend some parts of it, which to me looks like
kind of a band aid kind of approach that we are trying to do here where we look at the
issue that is at hand I understand the testimony that all of you presented. And all of
your testimony goes toward this two tier. Okay, and then go to one tier. Then we have
all of the CPE requirements be consistent. Because then . . . then. . . anybody
goes for a license under one tier would be required to have that uh that amount of CPE.
Urn, we have had discussion among us also, and it had to do with the difference
between uh, CPE and as opposed to years of experience in the person in industry,
okay, providing who is supervising the person and of also about the value of that years
of experience. Uh. you know, working with a young person coming through as a who
who wants to become a CPA. Okay, and gain that experience under an experienced
leadership uh, you know, counts quite a bit too. And that person need not have his CPE
but is actually on the job, things that he has learned, uh, from from the business world
we think is also important.
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Executive Officer Laureen Kai: Uh. also the discussion did center on that the board
members felt very strongly that the adverse imnact on expected annllcants was
significant enough that urn. . . this rule change was necessary.. . uh. that’s all I
have. (Emphasis added.) Inaudible.

Chairperson Thomas Ueno: Do you have anything to add?

Member Nelson K. M. Lau: Inaudible. In light of this two tier. . . licensure as well as
permit to practice.. . what we are focusing here on.. . what the applicant needs to
obtain to get to that first tier the individual that would then be supporting that by
acknowledging the level of experience would have at least that level of experience his
or herself in making that assertion that that individual has experience enough In order to
obtain the level of licensure, uh. and that at least the two of them be equal qualifications
(inaudible).

HAPA Legislative Committee Co-Chair Marilyn Nlwao, J.D., CPA Just want to bring up
that in the past the board had accepted some applicants who were like payroll clerks,
accounts payable clerks for experience equivalent to public accounting experience.
And there was a big hoopla about the experience that the old board was accepting as
experience equivalent to public accounting experience.. . and urn uh HAPA felt that
those people who are coming out with that kind of experience thinking that that would
constitute public accounting experience, and, in turn, would go on and certify other
people as having equivalent experience thinking that their experience was equivalent.

Executive Officer Laureen Kal: We addressed that at that point with darification of its
rules this last go around in 2010 and also they created a new form CPA-14 which is the
certification oexperience, which, urn, actually laid down the requirements of each type
of experience and made it easier for the board in its review of the experience to
consider whether It is technically equivalent. The board has addressed that issue.

Assistant Attorney General Rod Tarn: So I think the experience has to be the same,
just the setting is different. So the rules they say here is the type of experience you
have to have and it can be gained in different settings,

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: But that person
would be have to be, have to judge, that the next person has experience equivalent to
public accounting experience, and I think the problem was that the old board had
accepted applicants who clearly did not have public accounting experience, and some
of them were even doing accounting work. And so, the board, the old board, said okay
to correct part of the problem we’ll just require them to get CPE.
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Assistant Attorney General Rod Tam: I think that is why they probably amended 16-71-
21(e). Right?

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Originally, correct.
And now you are undoing that.

Assistant Attorney General Rod Tam: Well, that was something else. That was another
amendment. I mean I think they amended the rules. Just to specify. . . to make it
uniform. . . regardless of where you obtained the experience. Has to be non-clerical,
non-ministerial, and that kind of stuff, blah, blah, biah, right? Urn, but it did say that you
could get it at least In these types of settings public accounting practice, government.
private, academia.

Chairperson Thomas Ueno: Okay, except for that, as we go, as we went through all the
applicants even this time, there were several of them that have public ... in industry
because of the kind of work that they were doing, okay, which is preparing financial
statements, doIng sometimes In participation in internal audit work, okay, we felt that
that was substantially equivalent kind of experience and that met what the intent was for
the experience requirement.

HAPA State President John Roberts, M.B.A., CPA: This is not an experience issue. It
is an issue of what training the supervisor and certifier has only. It doesn’t matter...
CPA equals CPA. . . we are not fighting that Issue.

Chairperson Thomas Uneno: I I agree with you but I understand what you are
saying.. And that is why I go back. . - that Is a two tier issue again. And we get back to
that point whatever that point is, that there is a higher requirement, a more stringent
requirement, for people In public practice, and that means that they need to have a
permit to practice and they need to have CPE. And that was done, I don’t know, but
that’s what we have. And that is the system that we have today. Okay, and that is why I
say why I say that we change that by changing the law, and I think that’s what we have
to do now.

Unidentified: The UAA.

Chairperson Thomas Uneno: The UAA.

Time: 26:56 minutes.
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HAPA State President John Roberts, M.B.A., CPA: Will all the testimony be available
for the public to purchase or pay lees to obtain copies?

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D.. CPA: May we see all the
testimony that came in?

Chaiperson Thomas (Jeno: Yep, yeah, yeah.

HAPA State President John Roberts, M.B.A., CPA: Should we contact you on the
procedures1 of fees. etc.?

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Or can you just give
us a copy?

Executive Officer Laureen Kal: Inaudible.

Unidentified: Inaudible.

Executive Officer Laureen Kal: We need a written request for copies.

HAPA State President John Roberts, M.B.A.. CPA: Do you need it In the OlP format?

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Or can we just email
you?

Executive Officer Laureen Kai: Inaudible. . redact. . . some of the. . . residential
addresses, etc.. so it becomes an OIP request.

HAPA State President John Roberts, M.B.A., CPA: So it is an OIP request. Okay.
Thank you.

Executive Officer Laureen Kai: I am sorry, but is how we need to do it. Actually you
could ask the people that did. . . for their own copies.

HAPA State President John Roberts. M.B.A. CPA: But I don’t know who testified.

HAPA LegIslative Committee Co-Chair Marilyn Nlwao, J.D., CPA: Yeah, we don’t know
who testified. How many people testified.

Executive Officer Lsureen Kal: Inaudible.. . that Information.. . can I do that?
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Assistant Attorney General Rod Tarn: Inaudible.

KAPA State President John Roberts, M.B.A., CPA: You see, if this was the legislature,
there would be no redaction.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Yeah, because it is
public record once you give testimony.

Executive Officer Laureen Kai: Inaudible. . . it is considered public record, but there are
some things that are considered nondisclosable. Inaudible.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: This is not the same,
that you do not have to disclose on a public hearing the name of the person and
address?

Executive Officer Laureen Kai: Inaudible ... governor. . . can’t I give them a list of the
people testifying?

Assistant Attorney General Rod Tam: Yes, irs public. It’s all public.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: I mean, yeah, I
mean, you know...

Assistant Attorney General Rod Tam: She cannot say for sure whether she is going to
redact anything. She just has to go through it.

HAPA Legislative Committee Co-Chair Marilyn Niwao: The legislature, when there is
public testimony, it is there on the internet Everybody just accesses it.

Executive Officer Laureen Kal: I can give them this list who submitted testimony.

HAPA State President John Roberts, J.D.. CPA: We are not going to contact them. We
are going to do an OIP request. We are going to write the check and the whole bit.

Chairperson Thomas Ueno: Okay.

Executive Officer Laureen Kal: (Inaudible) save you time.

HAPA State President John Roberts, M.B.A., CPA: Save you time.
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Chairperson Thomas Ueno: All Right. . inaudible... Dr. Karbens?

Jack icarbens, Ph. D.: Thank you when you explain that (here are cases coming
through that you have to exercise the same kind of judgment that we talk about all the
lime as CPAs • that there are cases where you deemed It as substantial equivalent and
others where maybe it is not substantially equivalent. Arid that’s your role. Right?
Under the conditions we are dealing with. . . various types of experience, mars that’s
revealing.

HAPA Legislative Committee Co-Chair Marilyn Nlwao, J.D., CPA: Well the whole point
the point Is whether the person Is still (raining, has to have continuing ed or not.

Jack Karbens, Ph.D.: Well...

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: You know. the
supervisor even if is getting that kind of experience. The question Is whether the
supervisor needs to have training.

Jack Karbens, Ph. D.: inaudible.. . that is more significant to me, and that is the
description of the work that was done, where they worked, who their supervisors are,
what titles they hold, and the candidate has to submit this description of what they did.
And to me, that’s quite heavy. Who knows what happens with supervisors. I know
people who have been turned down by their supervisor who has been afraid to describe
extremely high-quality quality quality experience cause they are afraid that they are
going to be held to some standard about what they are attesting. But, the candidates
had excellent experience. iJm, but they never did even apply. You don’t even know
about some of the people who gave up taking 150 hours. . . who did not bother with the
CPA exam . . . when they were told by their supervisor that there is no way I am going
to risk attesting to your experience.

HAPA Legislative Committee Co•Chair Marilyn Niwao, J.D., CPA Okay, we’ll just get
the records. . . the testimony.

Chairperson Thomas Ueno: Yep... Yes, I’m sorry?

Gregg Taketa, CPA, of Taketa, Iwata, Ham & Associates, LLC on the Big Island: I just
wanted to say that you know by repealing paragraph e I think that the Board has just
created a situation that has to be corrected with legislation in requiring licensees to
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acquire CPE. So based on your comments, can I interpret that to mean that the Board
will be in favor of future legislation In that light?

Chairperson Thomas Ueno: Well, okay, at this stage, to say that the Board is in ravor of
it. . . we have not discussed it at that level to say whether the Board is in favor of
legislation or not. Okay, but I can say that the uh the correct, the corrective action on
this thing would be, to me an~ay, ah through a change in legislation exactly as you as
you are stating it. Okay.

HAPA Legislative Committee Co-Chair Marilyn Niwao, ,J.D., CPA: So what what you
are saying is that you guys are not going to support it?

Chairperson Thomas Ueno: Inaudible. .. develop legislation. Has to go to public
hearing. Has to di, all of that. Okay, and uh. At this stage, I have not polled all the
them what their thinking is. I cannot tell you whether, you know, whethe, they are in
favor of or not. I can tell what you what I think. Okay.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D.. CPA: Okay.

Chairperson Thomas Ueno: I am telling you that what I have expressed to you what is
my thinking about this two-tier one-tier, and I believe that what the discussion is that we
voted to inaudible that we go to a one-tier requiring CRE for the entire one tier and
again that is what is happening in other states.

Executive Officer Laureen Kai: Inaudible.. . for consideration for the full board.

Chairperson Thomas Ueno: Correct. . . for the full board.

Gregg Taketa, CPA: So that is an indication of possibly of your position, the Board’s
position?

Executive Officer Laureen Kai: Inaudible.

Chairperson Thomas Lieno: There is no position on the part of the board. At this stage
I do not want to speak you know for the board yet.

Executive Officer Laureen Kai: Inaudible.

9



Chairperson Thomas Ueno: Okay! Right. Something that we are going to have to
discuss among the board. Within the board. ‘Kay? Anything else anybody wants to
add? Okay, let’s move on.

lime 33:01. End of portion perlahiirig to HAR 16-71-21(e).



NOTICE TO REQUESTER Jjcopy
(Use multiple twins ii ncccssary)

John W. Roberts. President. Hawaii Association of Public Accountants
FROM: Board of Public AccountancvlLaureen hi. KaiIBOS-586-2696

• (Agencylnane & telephone rnsrnber of coma person at agency)

DATE REQUEST RECEIVED: October 13, 2011
• DATE OF THIS NOTICE October 24. 2011

GOVERNMENT RECORDS YOU REQUESTED (attach copy of request or provide brief description beiowy

A cmiv of the recuest is attached (Allachnient #1).

NOTICE IS PROVIDED TO YOU THAT YOUR REQUEST:

o Will be granted In Its entirely.o Cannot be granted because
Agency does not maintain the records. Agency befleved to maintain records: _____

9 Agency needs a further description or clarification of the records requested. Please contact the agency
and provide lbs following information: _____

Q Request requires agency to create a summary or compilation (tarn records not readily retrievable.
Q Is denied In Its entirety ~ Will be granted only as to certain parts

based upon the following exemption provided hi fIRS § 92F-l 3 and!or § 92F-22 and other laws cited below
o,ojtions of records that agency will not disclose should be described in general terms).

RECORDS OR APPliCABLE AGENCY
INFORMATION WITHHELD STATUTES JUSTIFICATION
Residence address of in&vidual named ip the HRS sections 92F43L1~ Infomiation has been redacted where
record and SZEI 313) disclosure would constitute a clearly
Personal ceUular telephone number of the fIRS sections 92F-13(l1 unwananted invasion of aersonal Düvacv. or
individual named In the record and 92F-1313t where the records must remain confidential in

I Personal e.mail addresses o(the lndividual5 HRS sections 92F-13(1) order to avoid the frustration of a legitimate
named in the record and 92F-13(3~ government function.

REQUESTER’S RESPONSIBILITIES:

You are requIred to (1) pay any lawful fees assessed; (2) make any necessary arrangements with the agency to inspect.
copy or receive copies as instructed below: and (3) provide me agency any additional information requested. If you do not
comply with the requIrements set forth in this notice wilhin 20 business days after the postmark date of this notice or the
date the agency makes the records available, you will be presumed to have abandoned your request and the agency shall
have no further duty to process your request Once the agency begins to process your request, you may be tiable for any
tees incurred. If you wish to cancel or modify your request you must advise the agency upon receipt of Ibis notice.

METHOD & TIMING OF DISCLOSURE:

Records available for pub~c access in their entireties musl be disclosed within a reasonable time, not to exceed 10
business days, or after receipt of any prepayment required. Records not available in their entireties must be disclosed
withIn 5 business days of this notice or after receipt of any prepayment required. If incremental disclosure is authorized by
HAR § 2-71.1 5, the first increment must be disclosed within S business days of this niollce or after receipt of any
prepayment required.

- —— —•— —_______ • • O:P311ev.SIn,os)



Methodif DbcId~ur~
C Inspector at the following location: _____(3] copy %ill be provided in the fdlaMng rmnner

C Available for pick-up at the following location: —.

j~ Will be mailed to you (via United States Postal Service at your expense).
[3 WIll be transmflted to you by other means requested:

Timing of Disclosure; All records, or first Increment where applicable, will be made available or provided to you:
‘D on . I

• ~ After prepayment of tees and costs olS 14.43 (50% of fees +100% of costs, as estimated below).
• Payment may be made by: j] cash Qpersonal check• ~ other Cashier’s check or money order foavable to Commerce and Consumer Niansi

• For incremental disclosures, each subsequent increment will be disclosed withIn 20 business days after
o The prior Increnient (if one prepayment of fees is required and received).o Receipt of each Incremental prepayment required.
Disclosure is being made in increments because the records are voluminous and the followIng
eflenuating circumstances exist:

• [3 Agency must consult with another person to determine whether the record is exempt
from disclosure under HRS chapter 92F.

C Request requires extensive agency efforts to search, review, or segregale thç records or
otheiwise prepare the record& for Inspection or copying.

• Q Agency requires additional time to respond to the request in order to avoid an
unreasonable Interference with its other statutory duties and functions.

C A natural disaster or other sitLation beyond agency’s control prevents agency from
• respondingto the requestwlthln 10 busIness days.

ESTIMATED FEES & COSTS:

The agency is authothed Ia charge you certaIn fees and costs to process your request (even if no record is subsequently
found to exist), but must waive the first $30 in fees assessed for general requesters and the first $60 in fees when the
agency finds that the request made Is in the public Interest See liAR §S 2-71-19, -31 and -32. The agency may require
prepayment of 50% of the total estimated fees and 100% of the total estimated costs prior to processing your request. The
following is the estimate of the fees and costs that the agency will charge you, with lhe applicable waiver amount deducted:

Fees: Search Estimate of time to be spent:__________ $_______

($2.50 for each 15-minute period)
Review S segregation Estimate of time to be spent: 1 hour $ 20.00

(55.00 for each 15-minute period)
Fees waived Q general (530) 0 publIc Interest ($60) 4 60.00 >

Total Estimated Fees: $ •0

Costs: Copying Estimate of #~f pages to be copied:.fl_. tJ.LTh
(© $,p~ per page)

Other Estimated Mailing Costs 5 2.68

Total Estimated Costs: S 14.43

For questors abot* this nXce, piense contact the person named above. ~iesliors regarding ~niiance with the UIPA
mey be rkededto the Oflice of I. & i.4on Practices at 808-586-1400 a dp~iawaH.gcw.

9~!ML”- !L2V~



Hawaii State Board ci Public Accountancy
Hearing on Proposed Changes to HAR 16~71-Z1

Oral Testimony of Gregg M. Taketa
October 7,2011

1. UnlIke most of the otherjwlcdlctlons, Hawaii has two levels within the CPA licensing
requirements— PermIts to Practice which allows a CPA to hold themsehres out to the pubilcas
CPAs and to practice public accounting and (2) CPA license which does not allow license holders
to hold themselves out lottie public as CPAs and to practice public accounting. (CPA license
holders are not required to meet thinimum CPE credit hour requirements or to undergo
mandatory peer review. Consequently, license holders are not permitted to hold themselves
out to the public as CPAs. Because of this, CPA license holders have a much Iowerstandlng than
CPA permit holders)

2. IL lsn’tioglcai to allow CPA license holderswith a much lowerstanding than a permit holderto
supervise CPA candidates as they MIMI the experience requirement, as these candidates qn
Immediately obtain a permit to practice and practice public accountfng.

3. it is ridiculous to change a law for the sole purpose of accommodating. few employers in their
recruitment and retention of CPA candidates as employees.

4. The proponents of this pmposed nile change have not provided any compelling reason to vote
In favor of reversing a rule approved W~ previous Board. The nate that is being changed has not
yet been In effect (with anelfectwe dale of January 1,2012). Consequently, the bard has not
had the opportunity to test the métis of the rule and any arguments In favor of the rule change
are based purely on speculation.

5. The board members that are about tovote Ye? an this proposed rule change will be sendl’ng a
clear message that they am wflhlng to place the interest ola few Individuals above their duty to
protect the pubk



Thketa, Iwata, Hara & Associates, LLC
Certified Public Accountasits & Consultants
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Thomast Ueno, CPA, Chairperson, Kent K. tsukamoto, CPA, Vice Chairperson,
and Members of the Board ofPublic Accountancy
Professional and Vocational Licensing Division
Department ofCommerce and Consuther Affairs
335 Merchant Street, Room 329
Honolulu, HawaIi 96813

Re: Testimony in opposition of proposed amendment to repeal
lIAR Subsection 16-11-21(e) requiring a supervising CPA to hold a permit to

practice during the period of supervision ala new CPA candidate

Dear Chairperson Ueno, Vice.Chalrperson Tsvkamoto, and Members ofthe Board:

I am a p~’acticing CPA in public accounting since 1979 and a member ofTaketa, iwata,Nara &
Associates, LLC.

Based upon my knowledge and experience gained during my thirty two yeaxs as a CPA in public
accounting, turn you to voitno to recealintHAR subsection l6-71-21(eI which would reojre
the excerience ofajiew CPA candidata to be sunervised by a CPA with a nennit io oractice and
whois current with continuina orofessinnaleducation renuirements of the orofession.

As you are aware, CPA nermis holders are required to obtain a minimum of80 hours of CPE
every two years in order to maintain their technical proficiency. In contrast, CPA license holders
arc only required to obtain 4 hours ofethics CPE evezy two years. Thus, CPA license holderr
may not be aware of the changes in audit methodology, accounting standards or income lax law.
IL is also possible that certain CPA license holders may have spent their entire caner in private
industry and/or government and never held * permit to practice public accounting.

Hawaii is one of the few jurisdictions that require both a license and a permit in o~er for a CPA
to practice public accounting. Those that support this rule change need to understand that this is
a key difference in comparing similar rules In other jurisdictions.

With respect to establishing rules, the Board ofPublic Accountancy’s primary focus should be
on the protection of the public, not to accommodate a few employers to imprope their ability to
recruit and retain employees. The proposed rule change Is definitely not in the best interest of
the public.

Gregg M.Thkete, CPA • Brian IA. lwatL CPA • -dareS W. Hare, CPA
ml (808) 9S5-5404 F8x (~O8) 99-1499 Srnd:lnto@Uflcpaam Websfte:wwwuhcpa.coni



ft would be unihir for the Board of Public Accountancy to treat employers in. private industry or
government fivorably by requiring supervisors of CPA candidates to only hold a CPA license
whiie I, an employer in public accounting, am required to hold both a CPA license and a permit
to practice. Ma small business owner ~hat employs 20 people, I have a right to tk treated
equally and fairly, in accordance with article IV of the Hawaii Small Business Bill of Rights.

The mIca that apply to the experience requirement must not be established and changed casually
as the experience requirement is part of the minimum requirements that must apply to all CPA
candidates. The Board must have compelling reasons to reverse the decisions ofprevious
boards. In this respect,! believe that the proponents of this rule change failed to meet this Lest.

The experience gained by a CPA candidate must be taken as seriously as the other requirements
ofexamination and education. The experience requirement is directly liniced~ to ti~e first general
standard ofgenerally accepted auditing standards - “The auditor must have adequate homing
and technicalproficiency to perform the audit”. Attest work can only be performed by a CPA
and is relied upon by the public. Attest work requires that the CPA exercise professional
judgment when applying concepts such as the assessment ofaudit risk, materialiQ and adequacy
of audit evidence. Development of a CPA’s professional judgment cannot b~ acquired in the
sterile environment ofa classroom. ft can only be learned through on-the-job training obtained
while meeting the experience requirement

The two year experience requirement must be adequate ffir all situations, including the extreme
situation where a candidate immediately practices public accounting as a sole practitiouct In
that situation, it would be illogical to allow a CPA license holder with lower stature (i.e. unable
to hold themselveS out to the public as ~ CPA and practice public accounting) to aOest to the
experience of a candidate who immediately receives a permit to practice.

Thank you for your consideration of this matter.

Very tnily yours,

Gregg 14. taketa, CPA
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Thomas T. Ueno, CPA. Chairperson, Kent K. Tsukamoto. CPA. Vice Chairperson,
and Members of the Board of Pub!ic Accountancy
Professional and Vocational Ucénsing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu, Hawaii 96813

Re: Testimony In opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requirIng a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

I am certified public accountant wIth 20 years experience in public accounting.

I am against the proposed repeal of HAR subsectIon 16-71-21(e), In my opinion, a new
CPA candidate should be supervised by someone who has kept current with continuing
professional educatIon (CPE) and who holds a current permit to practice during the
period of supeivision. Continuing profasslonal education ala CPA Is critical with
today’s rapIdly changing accounting rules and tax law changes.

Based upon my: knowledge and experience in accounting, I uroe you vote no to
,epealinctHAR subsectIon 16-71-21(e) which would require the exneience of a new
CPA candidate to be supervised by a CPA with a cermit to oractice and who is current
with continuing professional education reguiremants of the orofesslon.

Thank you for your consideration of this matter.

Very truly yours.

Kelly A Martin, Member
Kelly A Martin CPA LLC -
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Thomas T. Ueno, CPA, Chairperson. l~nt K. Ysukamoto, CPA, Vice Chairpofrson,
and Members of the Board of Public Adcountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street. Room 329
Honolulu, Hawaii 95813

Re: Testimony In opposition of proposed amendment to repeal HAR Subsection 16-71.
21(e) requiring a supervising CPA to hold a permit to practice during the period of
supervision of a now CPA candidate

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

I am Reynold Lum wIth 30 years experience in public accounting.

I am against the proposed repeal of MAR subsection 18-71-21(e). In my opinion, a new CPA
candidate should be supervised by someone who has kept current with continuing professional
education (CPE) and who holds a current permit to practice during the peñod of supervision.
Continuing professional education of a CPA is critical with todays rapidly changing accounting
rules and tax law changes.

Since the CPA profession is largely learned through on-the-Job expaiience, It is critical
for the development of CPA candidates that their supervisors mai~tain their current
technical proficiency. CPA Dennht holders are required to obtain 80 hours of CPE every two
years in order, to maintain their techniáal proficiency. In contrast, CPA license holders are only
required to obtain 4 hours of ethics OPE every two years. Therefore, it is obvious that Hawaii’s
consumers are best protected when a CPA candidates work experience is under the
supervision of and certified by someone who has maintained his or her current technical
proficiency — a CPA permit holder. Even the Internal Revenue Service is imposing minimum
CPE requirements of 15 hours a year for hiture unlIcensed registered tax return preparers, who
are not CPAs with permits to practice, attorneys, and EAs.



SHEA & CO., CPA’S, INC.

CRAs in_orivate indusirt or government are not prohibited from obtaining a permit and
professional continuing education. M in (he public sector, the new accounting rules and new
(ax laws are just as relevant for (hose in private Industry and government. and those in private
industiy and government should strive to be technically proficient before tl~ey train, new CPA
candidates who would be allowed to j*actice before the public after obtaining the CPA license
and permit.

When the rules originally passed requiring the supervisor of a new CPA can ildate to be a CPA
permit holder, a two-year grace period~ was added td accommodate those candidates who had
s(arted their experience requirement with a CPA who did not hold a ~eanft to practice.
Therefore, applicants who are currently working in the private sector of government had
adequate notice of at least two yearn of the new requirement.

Based upon my knowledge and experience in accounting, Ijgoe you vole nS to repealino HAR
subsection 16-71-21(e) which would êeauire the exoedence of a new CPA candidate to be
supervised by a CPA with a permit to bradflca.and who Is current with continuing orofessional
education reciiiirements of the professidn,

Thank you for your consideration of liii matter.

Very truly yours,

Re$old L.um
Certified Public Accountant
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Thomas T. Ueno, CPA, Chairperson - CI ..~~lALl
Kent K. Tsukamoto. CPA, Vice Chairperson
and Members of the Board of Public Accountancy
Professicinal and Vocational LIcensIng Division
Department of Commerce and ConsümerAffàlrs
335 Merchant Street, Room 329
Honolulu, HawaII 96813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requIring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Isukamoto, and Members of (he Board:

lam against the proposed repeal of liAR subsection 16-71-21(e). In my opinion, anew
CPA candidate should be supervised by someone who has kept current with continuing
professional education (CPE) and who holds a current permit to practice during the
period of supervision. Continuing professIonal education of a CPA Is mitlcál with
todays rapidly changing accounting rules and tax law changes. I

Since the CPA profession is largely learned through on-the-Job experience, It Is
critical forthe development of CPA candidates that their supervlsárs maintain
their current technical proficiency. CPA oen’nit holden are required to obtaIn 80
hours of CPE every two years In order to maintain their technical pmfi~ency. in
contrast1 CPA license holders are only required to obtaIn 4 hours of ethics OPE every
two yearn. Therefore, It Is obvious that I-iawal?s consumers are best protected when a
CPA candidate’s work experience is under the supervision of and certified by someone
who has maintained his or her current technical proficiency — a CPA permit holder.
Even the Internal Revenue Service Is imposIng minimum CPE requirements of ¶5 hours
a year for future unlicensed registered tax return preparers, who are not CPAs with
permits to practice, attorneys, and EM.

CPAs In nrivate lndusbv or government are not orohibited from obtalnino a àemil~4
orofessionni conlinulno education. AS in the public sector, the new accounting rules
and new tax laws are Just as relevant for those In private industry and government, and
those In private Industry and government should strive to be technically proficient before
they train new CPA candidates who would be allowed to practice before the public after
obtaining the CPA license and permit.

(C PA)
The ~‘A. Newr Undernlhr ate The Value?
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When the rules originally passed requiring the supeMsor of a new CPA candidate to be
a CPA permit holder, a two-year grace period was added to accommodate those
candidates who had started their experience requirement with a CPA who did not hold a
permit to practice. Therefore, applicants who are currently working in the private sector
or government had adequate notice of at least two years of the new requilement.

Based upon my knowledge and experience in accounting, bags you vote!no to
reiiealina HAN subsecUon 16.71-21(e) which would reouire the experience of a new
CPA candidate to be sunervised by a CPA with a nerinit to nracffce and who Is current
with continuIng nrofesslonai education recuirementa of the orofesalon.

Thank you for your consideration of this matter.

yours.
SE-

K. Michishima. CPA

The CPA. Neat Underesthnete The Valu?
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Thomas T. Ueno, CPA, Chairperson, Kent K. Teukamoto, CPA. Vice
Chairperson,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu. HawaiI 98813

Re: Testimony In opposition of proposed amendment to repeal
HAR SubsectIon 16-71-21(e) requirIng a supervising CPA to hold

a permit to practice during the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsulcamoto, and Members of the
Board:

I am David n. Clarke, CPA with sixteen yearn experience In public accounting.

lam against the proposed repeal of lIAR subsection 16-71-21(e). In my opinion,
a new CPA candidate should be supervised by someone who has kept current
with continuing protosslonal eduóatlon (CPE) and who holds a current permit to
practice during the period of supervision. Continuing professional qducallan of a
CPA Is crilical with todays rapidlS’ changing accounting rules and tax la~
changes.

Since the CPA profession is largely learned through on-the-job experience,
it is critical for the development of CPA candidates that their supervisors
maintain their current technical proficiency. CPA permit holders are required
to obtaIn 80 hours of CPE every two years In order to maintain their technical
proficiency. In contrast CPA license holders are only required to obtain 4 hours
of ethics CPE every two years. Therefore, It is obvious that Hawafi’s consumers
are best protected when a CPA candidate’s work experience Is under the

-. supervision of and certified by someone who has maintained his or her Current
technical proficiency — a CPA permit holder. Even the internal Revenue Service
Is Imposing minimum CPE requirements of 15 hours a year for future unicensed
registered tax return preparers, who are not CPAs with permits to practice,
attorneys, and EAt



I.

Even the Internal Revenue Service is imposing minimum CPE requirements of 15 hours
a year for future unlicensed registered tax return preparers, who are not CPAs with
permits to practice, atlorneys, and EAs.

CPAs in crivata fridustzv or government are not prohibited from obtaining p permit and
professional continuing education. As in the public sector, the new accounting rules
and new tax laws are just as relevant for those in private Industiy and govemmen~ and
those In private lndustiy and government should strive to be technically pràficlent before
they train new CPA candidates who weuld be allowed to practice before the public after
obtaining (he CPA license and permit

When the rules originally passed requIring the supervisor ala new CPA candidate to be
a CPA permit holder, a two-year grace perlcd was added to accommodate those
candidates who had started their experience requirement with a CPA who did not hold a
permit to practice. TherefOre, appildants who are currently working in the private sector
or government had adequate notice of at least twoyears of the new requirement

Based upon my knowledge and experience In accounting, I urop you vote no to
reoeallnq HAR subsectIon 18-71-21(e) which would require the experience of a new
CPA candidate to be suDelvlsetbv I CPA with a permit to DractIce and who is current
with continuino professIonal education renuirements of the profession.

Thank you for your consideration of this matter.

N. Clarke1 CPA
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Mr Thomas Ueno, CPA Chairperson - - ‘,‘~ -

Kcntmikamoto, CPA Vice-Chair
Members of the Board ofPublic Accountancy
Professional/Vocational Licensing Div. DCCA
335 Merchant Street, Room 329
Honolulu, Hawaii 96813

Dear Board Membeit

I am submitting written testimQny below against the proposed rule HAR lâ-7l-21(e). My testimony
stands against the proposed change that would allow a licensed CPA, who does not have a pennft to
practice, to certifr the experience requirement for a new CPA candidate. The CPA ceAdidate is required
to obtain “two years public accounting experience or Its ewdvalenr in order to fulfill the experience
requirement (or CPA licensing.

The proposed change ASSUMES that the CPA licensee supervisor (who will submit evidence for a
new candidate) has the current indusizy Iciowiedge to be qualified to train and determine if the
equivalency requirement Is met. Cwiently, CPM not practicing in the profession and not holding a
license to practice, are not required to obtain the 80 hours of continuing professional education (CPE)
every two yen. Without fulfilling this training, those in private industry or government positions
may not be aware of current CPA stan ards and(or changes in standards. With the rapid changes now
occurring in the accounting profession (La. recent changes in US Accounting Standards which were
replaced with International Accounting Standards) and annual changes in tax laws~ihose submitting
evidence may be basingtheir determinatiowon outdated knowledge.

The Board Is here to help protect the public. By allowing someone with outdated knowledge to
determine ifa new CPA candidate has met the “equivalency requiremenf’ puti both the public and
theprofessionatrisk. ntheedmes.welooktotheBoardtohelpnmzerisktothepa1blicand~
profession. I do not want newly licensed CPAs, with substandard training, develop a CPA practice
and have the potential to cause harm to other businesses and the public, especially in these economic
times. This would dilute the value of a CPA license and permit to practice.

The BoPA recently accepted CPA licensing experience obtained in private industrM and government
positions as “equivalent” to public accounting experience. However, the duties performed in pfivate
industry and various government positions do not minor the audit or reportinj experience of a public
accountant. flow can anyone who has not had public accounting experience ~erti~ that a CPA
candidate has had experience “equivalent to public accounting cxperienc&’ when they themselves have
never had that experience? How would anyone know what public accounting experience really is
without having performed In that realm themselves?
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Given that die CPA licensee supervisor does complete the 80 hours of CPE blinnually ~j~4 is
required to report the approved courses to the, licensing board, (not currently required) this still does
not support that the person has had CPA professional experience himself in public accounting.
Again, without himselfhaving the professional CPA experience, he may not be qualified to determine
if”equivalent experience” has been obtained by the CPA candidate.

• Additionally, the BoPA previously accepted accounts payable and payroll clerical-type experience as
“quali4’ing equivalent experience”. This alone undermines the entire profession as these two
fUnctions are bookkeeping duties, NOT CPA duties. In these circumstances, a bciokkecper may
assume dint he!she has obtained the experience “equivalent” to public accountlngcxperience. Let’s
not make a similar mistake this dine.

• In 01*1 to practice public accounting in Hawaii and before the Internal Revenue Service, Hawaii laws
require that both a CPA license and pennit to practice are obtained. No one else can hold themselves
out as a CPA or practice public accounting without both the license and the permit The permit holder
is then required to obtain 80 hours ofCPE every two years. Therefore, the BoPA can rely on the
pennit holder who Is practicing or has practiced public accounting to be bowledgeable of current
accounting standards. There is no assurance that anyone else has this laiowlØdgè or experience.
Therefore, only the nracticinft nennit holder should be considered technically CapAble of determining
ifthe candidate’s two years ofpublic a~counting experience is equivalent. Cdnv~rseIy, a CPA
licensee supen,isorltrainor who is not a practicing CPA, who has not met the annual CPE, is not
qualified to determine what “equivalencj’ isor if it has been met.

I recommend that the BoPA recognize the importance for all CPAs to obtain CPE whether they are in
public accounting, private industry or government posiliona Continuing professional education for all
CPAs is essential today.

The IRS is now requiring unlicensed registered tax return preparers to obtain 15 hours of continuing
professional education per year In order to obtain a license to prepare tax returns iii 2012. With the
proposed change in rule lIAR 16.71-21(e), the BoPA wilt be loweringthc CPA profe~sional licensing
requirements while the IRS, at the same time, is strengthening their CPEsequirenientA for tax practice.
This paints out that evenbt8k~epersnn prepares are required to take more CPE than the CPA licensees
who only have a 4 hour ethics Cfl requirement Does this make sense?

I thank you for your consideration and hope to see you reverse the direction you have recently taken.

Yours truly,

Darlene Jo Perrantine, CPA’~
lCeilua Kona, Hawaii 96745 —
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Thomas t Ueno, CPA, Chairperson, iCon: K. Taukamoto, CPA, Vice Cbahperson,
and Members ofthe Board ofPublic Accountancy
Profaslonal and Vocational Licensing Division
Department ofCommerce and Consumer AThirs
335 Machint Strcet Roam 329
Honolulu, Hawaii 96813

Re: Testimony In apposition at proposed amendment to repeal
HAR SubsectIon 16-71-21(e) nquh4ag a supen’ldng CPA to held a permit to
practice durIng the period ofsupervision eta new CPA candidatE

Dear Chairperson Ueno, VIce-Chairperson Taulcamoto, and Members of the Board:

I am Michael H. Liii with over twenty yeats experience in public accounting.

I am ag~~tthe proposed repeal of liAR subsection 16-71.21(e). In my opinion, anew CPA
candidate should be supervised by someone who has kept current with continuing prefesslonal
education (CPB) and who holds~ current permit to practice during the period ofsupen’Islon.
Continuing prthsslonal education ofa CPA is critical with todays rapidly changing ~ccoimling
rules and tax law changes.

Since the CPA profession Is largely learned through on-the-job experience, It Is critical for
the development oICM candidates that their aupervlson maintain their cqrreat technical
proficiency. CPA wend? holders are rc4uired to obtaIn 80 hours ofCPE every two >~ears in
order to 5i~fln their technical peoficieflcy. In contms~ CPA license holders are only required
to obtain 4 hours ofethics CPE every two years. Therefor% it Is obvious that Hawaii’s
consumers ate best protected when a CPA candidaws work experience is under the supervision
ofand certified by someone who has ma~ntaked his or her current technical proficiency - a CPA
pcnnit holder. Even the Internal Revenue Service is Imposing minimum CPE rcqulrdments of Is
hours a year for ibture unlicensed registered tax return preparers, who are not CPAs with pemiits
topractice, attorneys, and LAs.

CPAs in private industtv or anvmnsncrt axe not prohibited front cbtsinlnu a narnilt and
nmfesdonal mqliffulng eth~~.tton. Mid the public sector, the new accounting rules md new tax
laws are just as relevant for those in private industq and govemm~ and those in private
industry arid government should strive to be technically pinficient before they flirt new CPA
candidates who would be allowed to practice before the public after obtaining the CPA license
and permit.
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When the rules originally passed requiring the supervisor of a new CPA candidate lo be a CPA
pent bidet, a two.ycar grace perlok was added to accommodate those candidatis who had
started their experience requirement with a CPA who did not hold a permit to pia4tice.
‘Therefore, applicants who are currently working in the private sector or governzntnt had
adequate notl& ofat least two years Of the new requirement.

Based upon my biowledge and experience in accounting, hiree von vote no to r~nea1ing HAP.
mthsecdon 16.71.21&i which would~eoulm the cxuedence ofa new CPA candidthe to be
sucervised by a CPA with a armit td practice and who Is current with continuing orofessienal
education requirements of the rrofeáion.

Thank you for your consideration of this matter.

Very truly yours,

Michael H. Lan
Certified Public Accountant
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ThomasTueno,CPA,Chairperson 1~RAKë~iiJs
Kent KTsukamoto, CPA, ViceCbairpemon .~ Cp ~ypj I

/ Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Depaitnent ofCommerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu, HI 96813

RE: Testimonyin onnositlon ofproposed amendment to repeal HARSubsect~on 16-
71-21(e) requiring a supervising CPA to hold a permit to practice during the period of
supervision on a new C?A candidate.

Dear Madam or Sirs,

My name is Gilbert Matsumoto and! have been a Certified Public Accountant In Hawaii
sInce 1971, my cerlificate number is $24, so you can see that I at an GOld Thner.~

The present Hawaii Accountancy Practice Law is a sound basic law built an several key
“stepping stones” principally the Firm Permit to Practice.

Stepping Stone: In order to obtain a Finn Permit to Practice the entity (Sqie
Proprietorship, Parbierahip, Limited Liability CompanylPasaershlp or Corporation)
requires a Certified Public Accounisit (CPA) with a Permit to Practice.

In order for a CPA to obtain a Permit to Practice, requires being a Certified Public
Accountant and obtaining the necessary credits for continuing education.

Stepping Stone: Tobe a Certified Public Accountant in Hawaii, one must:meet the
mandatory educational requirements
pass the Certified Public Accountancy ~am I

and meet the previsions for accounting experience or It equivalent.

All other changes being proposed only tends to weaken the Statute or cloud the basic
premises.

It onLy makes sense that ifa CPA Is to procreate a CPA that person must conform to the
Hawaii State Statutes. Thereffire I am opposed to the repeal of1MB. subsectIon 16-71.
21(e). The supervisor who is certiftcing to the candidates experience, he hI~nselfmust be
in conformity of the principals upon which the law is based.



Based on my personal experience an knowledge, as a side light as a local prac$itioner
finn, many that I have Ircincd and r~ceivcd their Certification “under my wing” were
hired away float me by then the larger “National Firms”, it only makes sense that in order
to maintain the publics confidence Ihat each of you take the responsibiliLy and1 reject this
proposed change.

Simplyput, if the Law is not broken why by to fix it!

if this provision is passed each of you must bear the burden of the failure of the law.

Yours Thily,

Public Accountant
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Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamoto. CPA. Vice Chairj~erscn,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street. Room 329
Honolulu, HawaIi 98813

Re: Testimony in opposition of proposed amendment to repeal~
HAR Subsection 16-71~21(e) roquiring a supervising CPA to hold a
permit to practice during the period of supervision of a ne* CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsulcamoto. and Members of the Board:

loppose the proposed repeal of liAR Subsection 16-71-21(e) which requlr~s a supervising
CPA to hold a permit to practice duriAg the peñod of supervision of a new CPA candidate.
I am a CPA with over 33 years of public accounting experience, and I have trained dozens
of CPAs in the State of Hawaii through my firm and through previous emplqyers. I am also
a licensed attorney in the State of Hawaii.

A new CPA candidate should be sup~Msed by someone who has kept cur~ent with
continuing professional education (CPE) and who holds a current permit to practice during
the period of supervision. Contlnuln9 professional education of a CPA is critical with
today’s rapidly changing accounting rules and tax law changes.

There are numerous reasons why liAR SubsectIon 16-71-21 Ce) should not ~e repealed,
Including the following:

1. The requirement that a supervisor ceztI~ilng to the experience of a nAw CPA
candidate hold a CPA permit to practice was discussed extensively ~y the Board of
Public Accountancy In the pait few years. and the mis was passed j~ist last year
(January 2010) wIth a two yea phase-In period to accommodate nei7 candidates
who had already begun their ~uahfying experience under a CPA without a permit.
The current Board recently voted to reverse the Boards previous po~ition without
much discussion.

1



2. See Hawaii Revised Statutes §466.10 Prohibited acts.

HRS §466-10 (c) specifies with regard to special knowledge:

“No person shall elan or aftltthe Damon’s name or any trade or assumed name
used by the person In the person’s profession or business with anyiwording
Indlcatlno. su.naestlno. or Imolvina that the person ~s an accountant~ar auditor, or
with any wordinalndlceiiho. suocestinq, or implvlntthal the persbn has special
knowledge In accojintifta or auditing, to any oninlon or ceillflc2te attesting In
any way to the reliabiliW of any representation or estimate In rógsrd to any
person or oiganlzatlon embracinrn

(A) Financial informOtlon, or
(B) Facts respecting comoliance with conditions established by law or

contract. Uicftjcflna bii ,~dt!IFmfted to statutes, ordinances.seauWlojjs, grants, loans.
and aopro&at)ons. unleSS tile neon holds a current license and a current
permit to practice inued under this chapter.” (emphasIs added)

Allowing a person without a current license and current aermit to Sractlce to
attest to the experience requirement of a new CPA candidate violates HRS §466-10
(c).

3. The CPA. whether in nublicaccounling or onivate industry or aovernàient work has
ethical res~onalbmlies to the ñtofesslon and to the public. The CPA has ethical
obligations to oerform hlsTheñwork with due care and with comoeteE~ce. and the
procosed rule change would iilólate the eihlcat ob&jations of the CPA profession.

HRS §4368-19 specifies the grounds for refusal to renew, reinstate ~r restore and
for revocation, suspension, denial, or condition of licenses, and further specifies that
the Board may refUse to renew, reinstate or restore, or may deny, re{iioke, suspend,
or cond Won In any manner, any license for any one or more of the following acts or
conditions on the cart of the licensee orthe aoolicant thereof:

9) Conduct or Dractlcecofllrarv to recognized siandarth of ethics là, the
licensed orofession or voàatlon

The CPA amfesslonai ethics standards soecifv that competence In tl~e profession is
derived from education and exberlence. A CPA licensee who fails td obtain
continuing professional education (CPE) is not likely to be competeiü~ Furthermore,
that CPA licensee without CPE does not serve the public trust by atthsting to the
experience requirement of a new CPA candidate If the HRS require~ “two years of
professional experience in public accountancy practice or Its eauivalent in private
industry and govemment. The very nature of public accountancy Practice
demands that CPAs In public accountancy practice be current with continuing
professional education by requiring CPAs in public practice to obtaln a permit to
practice. The permit to practice Imposes on a CPA licensee the obligation to obtain
80 hours of professional continuing education every two years.

a



The following are selected provisions of some of the pertinent sections of the
Principles of the Code of Prolèsslonal Conduct for CPAs (I.e., CPA ethical
standards, underlined emphasis added below) which apply to all CPA licensees;

EtSection 53 ArtIcle liThe Public Interest

Members should accept the obligation to act hi a way that will serve thenubbc interest,
honor the oublic twit, and danianstrale commitment to mafnslonallsjp.

.01
A distinguishing mask eta professicn is acceptance of its responsibilily to the public. The
accounting profession’s public consists of clients, uedit grantors, governn nts, employers,
Investors, the business and financial commvnity, and others who rely on the objectivity and
hitegn’ty olcertifled public accountants to meintain the orderly functioning 4, commerce. mis
reltsnce Imposes a pubUc hiterest responslbllily an certified public accountants. The public
interest Is defined as the collective wellbeing of the community of people and Institutions the
profession serves.
.02
iii discharging their professional responsibiliffes, members may encounter conflicting
pressures from among each of those groups. In readying those conflicts, members should
act with integrity, guided by the precept that when members fulfill their responslbmty to the
pubflc~ clients’ and employers’ interests are best served.
.03
Those vmo rely encertiffad oubUo accountants exoect them to diseharce their resoc.islbl9fles
with Integrity, gbtecllvItv~ d~m pr~esslcnaI care. a~4 a aerijjlnn Interest inservfng Uip gublic.
They are expected to provide quality services, enter Into fee arrangements1 and offer a
range of services—all In a manner that demonstrates a level of professionalIsm consistent
with these Prindptes of the Code of Professional Conduct

ErSectton 56-Article V-Due Care

A membershouWobsereMepsofesthn~ lech*al and ethkaI standard!. ab* conffnually
A, hnnn ccmnatence and The aualftv afsen~s. and olecharge pro4bssA~neI seap03751 kYfr
to the best ol’the membe?Sab~

.01 The aunt forexcellence Is the essence of due care. Due care requires a member to
discharge professional responsibllltles with competence end diligence. It Imposes the
obligation to perform professional servIces to the best of a member’s abinty with concern for
the best Interest of those lOrwhom the services are performed arid consistent with the
profession’s responsIbIlIty to the pubfic.

.02 Con,oelefl Is dertvsiframa synthesis of education and exoartence. It begIns wPJi a
mastery of the common body of knowledge required for deslgnatlDn as a cerlilled pubflc
accountant The maIntenanr~ of ccmnetence recuires a cosnmjflen( to Iearnhiq and
DrOfaIlOflaUfltOtOveflleflt that must continue thmuohmta member’s oofesslonsl tilt
member’. lnSldusI resemielblMv. hi aft enoenernents and In all reenonelbilme. each
member slinute undertake to achieve a level of commetence Vial wiN assure Qiet the otraMy
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of the membe?s services meals the liioh level of orofesslonalism recuirad by these
Princinies.

.03 Càmnetence recresentl the attainment and maiMenence of a level 01 un~rstandlng anq
knowledge thai enables a member to render services with facility and acumen. It also
establishes the Umitetions of a member’s capebflutles by dictating that consultation or referral
may be required when a professional engagement exceeds the personal competence of a
member or a members Ibm. Each member Is responsible for assessIng his or her own
competence—of evaluating whether education, experience, and Judg~ment are adequate for
the resporalbfluly to be assumed.

.04 Members should be dUlgent i~ discharging responsibilities to denis, employers, and the
public. Diligence Imposes the responsibIlity to render services promplly and carefully, to be
Ihorough, arid to observe applicable technical and ethical standards.’

.05 Due care requires a member to plan and supervise adequately any professional activity
for which he or she is respons~le.

Please also note that there are other ethical standards that may preclude a CPA
licensee without a permit and without continuing professional education to attest or
certifV the public accounting (or its equivalent) experience of a new CPA candidate.
If the Board of Public Accountancy wishes to pass this proposed rule regarding
attestation of a CPA candidate’s experience, then changes should be made to HRS
§436B-19 which specifies that licensees should follow the recognized ethical
standards of the licensed profession. Those ethical standards Include seiving the
public interest and honoring the public trust.

4. SInce the CPA profession is lamely learned through on-the4ob experience, it
Is vital for the development of CPA candidates that their supervisors maintain
their current technical proficiency. CPA nermit holders are required to obtain 80
hours of OPE every two years in order to maintain their technical oficlency. In
contrast, CPA license holdam are only required to obtain 4 hours ~ ethics CPE
evmy two years. Therefore, it Is obvious that Hawaii’s consumers are best
protected when a CPA candidate’s work experience is under the supervision of and
certified by someone who has maintained his or her current technical proficiency — a
CPA permit holder. Even the Internal Revenue Service is imposing minimum CPE
requirements of 15 hours a year for future unlicensed registered tax return
preparers. who are not CPAs with permits to practice, attorneys, and LAs.

5. Due to changes in the law in recent years which allowed “equivalent’ experience In
private lndustiy or government to substitute for the public accountli~g experience
required for CPA licensing, it is possible that a current CPA lIcens~ holder who is
certlftdng that a candidate has obtained professional experience eaulvalent to outilic
accounting experience has never practiced public accounting and is unaware of

4



what tonstitutes the professional experience in public accounting. Requiring CPA
license holders in private industry and government to obtain CPE and a permit to
practice would at least provide that the supervisor of a new CPA candidate would
be more technically current In hlsTher knowledge 01 accounting rules and tax laws.

6. OPAs hi private industry or government are not prohibited from obtaining a permit
and conffnulntprofessional education. As in the public sector, the new accounting
rules and new tax laws are juSt as relevant for those In private industi~ and
government, and those In private industry and government should strive to be
technically proficient before they traIn new CPA candidates who would be allowed
to practice before the pubflc after obtaining the CPA license and permit

Currently there are CPA licensees In private industry and government who have
obtained the permit to practice and requisite CPE, and new applicants Can seek to
be supervised under these CPAs who have permits to practice.

7. When the rules originally passed requiring the supervisor of a new CPA candidate
to be a CPA permit holder, there was ample opportunity for new applicants to testify
against the rule change. In order to accommodate appflcants who had already
started the process of obtaining the expeilence requirement in pilvate Ibdustry or
government under a CPA licensee without a permit, the Board added a two-year
grace period to postpone the Implementation date of the rule. Applicants have had
adequate notice of the rule requiring supervision to be under a CPA licensee with a
permit to practice.

Based upon my knowledge and experience of public accounting and the work of private
Industry and government accountants, and In light of my testimony, I resoedlully ask
i~u to raconsiderifte orcoosal to recast HAR subsectlorij6.71-21(e) wtiich would
reaulre the experience of a new CPA candidate to be aunervised by ~ CPA with a
DemuR to oractice and who Is cutre iii with continuing professIonal education
reciulrements of the orofession. Continuing professional educatIon for aN CPAs Is
essential In tcda~s world, especially with the rapidly changing accounting rules and tax
laws.

Thank you fOr your consideration of this matter.

Respectfully submitted,

Marilyn M. Niwao, J.D.• CPA

5
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September 22,2011

Thomas T. Ueno, CPA, Chairperson.
Kent K. Taulcamoto. CPA, Vito Chairperson,
and Members of the Board of Public Mcount~cy
Professional and Vocational Licensing DMeio4
Department of Commerce and ConsurnerAffajrs
335 Merchant Snot. Room 329
Honolulu. HawaiI 96813

Re: Testimony In opposition to prodosed amendi
HAR Subsection 18.71.21(e) re4ulrlng a sup~
Hawaii pemdtto practice durIng the period o
CPA Ilcensure applicant, effedfl$ January 1.

Dear Chairperson Ueno, Vice-Chairperson T4kaeno!o. and

My name Is Carol S. Uhi, and I have over3O~ears of expert
accounting in the State of Hawaii.

I oppose the repeal of HAlt subsection 16-71 j21(e). To qua
~Ge,tlflcajIon of Public Accountancy Experlente° should be
supervising CPA holding both an active CPA license and H~
completion of two years of professional experience in public
Is required to be met by applicants for a CPA jicense contin
requirement that should not bø further eroded~.
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coriflst, CPA license ho(dart are only required to obtaIn 4
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September22. 2011

Thomas t Ueno. CPA. Chairperson, Kent K Tsukanioto, CPA, Vice
Chairperson.
and Members of the Board of Public Accountancy
ProI~ssIonaI and Vocational Licensing Division
Deparinientof Commerce and ConsumerAffalrs
335 Merchant Street Room 329
Honolulu, HawaN 96813

Ret Testimony in oppo!Itlon of proposed amendment IQ reppal
lIAR SubsectIon 16-71.21(e) requIring a supervising CPA to hold
a permit to practice during the period of supervision of a new
CPA candidate

Dear Chaliperson Usno, Vice-Chairperson Teukamoto, and Members of the
Board:

I ama certified public accountant with 28 years of experience in public
accounting. lam agaInst the proposed repeal of lIAR subsectIon 16.71.21(e).
In my opinion, a new CPA candidate should be supervised by someone who has
kept current with continuing professional education (CPE) and who holds a
current permit to practice during the period of supervision. Continuing
professional education of a CPA Is critical with today’s rapidly changing
accounting rules and tax law changes.

Since the CPA profession Is largely learned throuâh on-the-job experience,
it Is critical for the development of CPA candidates that their supervisors
maintain their current technical proficiency. CPA oem,It holders are required
to obtain 80 hours of CPE every Iwo years In order to maintain their techhicei
proficiency. In contrast, CPAlicense hoWets are only required to obtain ~ hours
of ethics CPE evesy two years. Therefore, it is obvious that Hawaii’s consumers
ate best protected when a CPA candidate’s work experience ~s under the
supervision of and certified by sQmeone who has maintained his or her current
technical proficiency — a CPA permit holder. Even the Internal Revenue Service
Is imposing minimum CPE requirements oF15 hours a year for future unlicensed
registered lax return preparers. who are not CRAs with pent to practice,
attorneys, end EAs.
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GRAs In private industry or covOmment arejiot orohiblied from obtainkip a permit
and rarofessional continuino education. As in the public sector, the new
accounting rules arid new tax laws are just as relevant for those in private
Industry and government, and those In private industry and government should
strive to be technically proficient before they train new CPA candidates ~ho
would be allowed to practice before the public after obtaining the CPA license
and permit.

When the rules originally passed requiring the supervisor of a new CPA,
candidate to be a CPA permit holder, a two-year grace period was added to
accommodate those candidates who had started their experience requirement
with a CPA who did not hold a permit to practice. Therefore, applldants who are
currently working In the private sector or government had adequate notice of at
least two years of lbs new requirement.

Based upon my knowledge and experience In accounting, I urae you vote no to
renealinn lIAR subsection 16-71-21(e) whIch would reoufre the expecience of a
new CPA candidate to be suoerülsed by a CPA wIIh a pemilt to cracticel and who
is curyent with continuing ombthional education reoukemenis of thtprdfesslon.

Thank ybu hr your consideration or this matter.

Vesy truly yours,

rr
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September23, 2011

Thomas T. Ueno, CPA, Chairperson. Kent K. Tsukamoto, CPA. Vice Cl~iaimenon,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu. HawaII 96813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requiring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

My name is Coileen Takamura. I am a CPA licensed In Hawaii and have bean working
in public accounting for 28 years. My father was a CPA on Kaual and in Nib and has
since retired. I started off worklng.In his public accounting practice while in high school
and during breaks from college. After obtaining my bachelors degree id accounUng at
the University of Denver and my masters degree in accounting from Chfo State
University, I returned to Hawaii to work on the Island of Maul for Deioitte Haskins and
Sells (at that time — Deloitte and Tpuche now), then for a local CPA tirmL At that time,
the additional education requirementa were not in place but my father tc~ld me get my
masters in accounting as the additional education will be a requirement soon. I think
that the collage education that you receive Is a stepping stone to the experience that
you get from working at a CPA firm. You are subject to so many different areas of
accounting that you keep with you the rest of your life. After graduaffng from college,
there was no question as to where I would work. I knew that I had to work In public
accounting to gain my experience and pass to the CPA exam to become a licensed
CPA. That was my goal. What has changed to make you think that being supervised by
someone other thana licensed CPA is good fOr the CPA candidate or the public? I
have worked in private Industiy. There are different challenges but your focus is only on
position at the company. I think you do not have the variety of situations or clients as



you do with working at a publIc accounting firm. As a licensed CPA, I l~ave been
required to keep current with my profession by taking at least 80 hours CPE courses
every two years. I have had to submit the courses taken to the Board of Accountancy to
obtain a current license to practice.

Considering my background I am totally against the proposed repeal of HAR
subsection 16-71-21(e). I think a new CPA candidate should be supervised by
someone who has kept current with continuing professional education (CPE) and who
holds a current permit to practice during the period of supervision. Continuing
professional education of a CPA là critical with todays rapidly changIn~ accounting
rules and tax law changes.

Since the CPA profession is largely learned through on-the-job experience, It is
critical for the development of CPA candidates that their supervisors maintain
their current technical proficiency. CPA oemilt holders are required to obtain 80
hours of CPE every two years In order to maintain their technical proficiency. in
contrast CPA license holders are only required to obtain 4 hours of ethics CPE every
two years. Therefore, It is obvious that 1-lawail’s consumers are best protected when a
CPA candidate’s work experience is under the supervision of and cerlifl~d by someone
who has maintained his or her current technical proficiency — a CPA permit holder.
Even the internal Revenue Service Is Imposing minImum CPE requirements of 15 hours
a year forMure unlicensed registered tax return preparers, who are not CPAs with
pemilts to practice, attorneys, and EM.

CPAs In private Industry or government are not Drohiblted from obtalnlno_a oemiit and
professiormlcontlnuincteducatlon. As In the public sector, the new accounting rules
and new tax laws are Just as relevant for those In private industry and govemment, and
those in private Industry and government should strive to be technically proficient before
they train new CPA candidates who would be allowed to practice before~ the public after
obtaIning the CPA license and permit.

When the rules originally passed requiring the supervisor of a new CPA candidate to be
a CPA permit holder, a two-year grace period was added to accommodate those
candidates who had started their experience requirement with a CPA wl~o did not hold a
permit to practice. Therefore, applicants who are currently working in the private sector
or government had adequate notice of at least two years of the new requirement.



Based upon my knowledge and experience In accounting. I urqe you vote no to
repealirio lIAR subsectIon 16-71-21(e) which would require the expeflerce ole new
CPA candidate to be suizervised by a CPA with a permit to Dractlce and who Is curre~
with continulna Drofesslonel education requirements of the profession.

Thank you for your consideration of this matter.

Veiy truly youis.

Colieen M. Takamura
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Thomas 1’. Iieno, CPA, Chairperson,
Kent K. Tsukamoto, CPA, Vice Chairperson,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu1 HawaIi 96813

Re: Testimony in opposition of proposed amendment to repeal
lIAR SubsectIon 16-71-21(e) rnquiring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsukarnoto, and Members of the
Board:

I am Dean Mlyamoto with over 33 years experience in public accounting.

I am against the proposed repeal of HAR subsection 16-71-21(e). Ir~ my
opinion, a new CPA candidate should be supervised by someone who has kept
current with continuing professional education (CPE) and who holds a current
permit to practice during the period of supervision. Continuing professional
education of a CPA Is critical with todays rapidly changing accountIr~g rules and
tax law changes.

Since the CPA profession Is largely learned through on-the-job.
experience, It Is critical for the development of CPA candidates that their
supervisors maintain their current technical proficiency. CPA nennit
holden are required to obtain SD hours of CP~ every two years In order to
maintain their technical proficiency. In contrast: CPA license holders are only
required to obtaIn 4 hours of ethIcs CPE every two years. Therefore~ It Is
obvious that Hawaii’s consumers are hest protected when a CPA candidate’s
work experience is under the supervislcn of and certified by someone who has
maintained his or her current.technical proficIency — a CPA permit holder. Even
the Internal Revenue Service 1W ImposIng minimum CPE requirements of 15
hours a year for ftiture unlicensed registered tax return preparers, who are not
CPAs with permits to practice, attorneys, and EAs.



Members of the Board of Pubflo Accountancy
September 191 2011
Pa9s2

CPAs in private industry or government are not prohibited from obtainiha a
permit and professional continuirtq education. As in the public sector, the new
accounting rules and new tax laws are Just as relevant for those in private
Industry and government, and those In private Industry and govemmeAt should
strive to be technically proficient before thAy train new CPA candidates who
would be allowed to practice before the public after oWaining the CPA license
and permit

When the rules origInally passed requiring the supervisor of a new CPA
candidate to be a CPA permit holder, a two-year grace period was added to
accommodate those candidates who had started their experience requirement
with a CPA who did not hold a permit to practice. Therefore, applicants who are
currently working In the private sector or government had adequate nthice of at
least two years of the new requirement

Based upon my knowledge and experience In accounting, I urge ~u vote no to
repeating MAR subsection 16-71-21(e) which would require the expàrience of a
new CPA candidate to be sunervlád by a CPA with a oemilt to oractice and
who Is current with continuing orflfbsslonal education reguiraments of the
profess~i.

Thank you for your consideration of this matter.

Very truly yours,

Dean Mhjamolo CPA ~
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS
O,ganhedAuguU 7, 1943

P.O. BOX $1043
HONOLULU, HAW~JI 95539

October 5, 2011

Thomas t Ueno, CPA, Chairpersoq. Kent K. Tsulcamoto, CPA, Vice Chairperson;
and Members of the Board olPubllcAccountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolulu, Hawaii 96813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subsection 16-71.21(e) requIring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate.

Dear Chairperson Usno, Vice-Chairperson Tsukanioto. and Members of the Board:

The board of directors of the HawaN Association of Public Accountants (HAPA) opposes
the proposed amendment to repeal lIAR Subsection 16.71-21(e) because me repeal
would resull In CPA license-only holders violating:

1. HRS §466.10 ProhibIted Acts.

2. The ethical standards promulgated by the American Institute of Certitled Public
Accountants (AICPA), an integral part of the regulatory framework for epAs in
Hawaii under I-IRS §436B-19, including:

a. ET Section 53- ArtIcle liThe Public Interest and

b. El SectIon 56- ArtIcle V - Due Care.

3. Common sense.

Furthermore, the repeal of HAR Subsection 16-71-21(e) would in Itself violate sections Ii
and IV of the Hawaii Small Business Bill of Rights.



Based on these resulting violations of Hawaii Revised Statutes. AICPA Ethical Standards,
and Hawaii’s Small Business Bill of Rlóhts, HAPA umes the Board of Pubic Accountancy
to reconsider Its position and wlthdravi Its proposed amendment to repeal lIAR Subsection
16.71-21(o). The following presents HAPA’s concerns In more detail.

HRS ~48G-10 prohibited Acts:

HRS §465-10 deflnes the legal use 01: the titles “certified public accountant” and ‘CPA.’ As
shown below, FIRS §465-10 (1) clearly states that a person must hold both acujrerg
ilcense and a current permit to practido in order to legally use the title ordesibnallon
ceilifled public accountant” or “CPA.”

‘Except as otherwise provided In subsection (d) of this section, no person shall
$ssume onis,e the tufter deshinatbn “certified nublic accountanr or the
abbrevlatlçp “CPA” or any olfiOr tItle, designation, words, letters, sign, card, or
device likely to be confused with “codified public accountant” or “CPA0 or tendIng to
indicate that the person Is a cei’tuled public accountant unless the oenon ftolds a
cwrent license of certified oub4c accountant Issued under this chapter and a current
nemill to omdilce Issued undO~ this chapter (emphasIs added);”

One of the core Issues related to the use of profösslonal tiNes or designations “certified
public accountanr and “CPA’ Is the ________ mis Issue is
spedflcally end clearly addressed in detafi In FIRS §466-10 (c) (1) below.

“No mamert shall alan or affix to DsrsoWa name or any trade or assumed name twed by
the person in Uieperson% profes4lon orbusinasawim anvwprdlnglndlcatine,
~IfflØR,,,°! ~flDMfla thifl4 n~aon lien accountant cr auditot orwith any
wcsdna t~caffa auu~etkt or hnotvMo that thtpe,sonbn sneclat knowledge In
scto!m’inp or4uJUtlfla~ to qpv 9*lpjefl otcartiffcat. a4eslIng In aqv ~qy to the
,elahfiftv dan, renrsaentaflofl or estimate In rea.rd to am osison or crganlmflon
embiacint

(A) Financial bifonnatlon. or

(B) Factejespecffno coniollanca with conditions e~abIlgtrndtpj law or
contract Inchidlnatutnot limited to statutn. ordinances, regulations,

0 ia irentll o
ends cwmitnnftt cradles Issued under this chact~
(emphasis added).

in light of the above, HAPA believes that repesllng HAR Subsection 18-71-21(e) and
allowing a person without a cutrent Ii ense aivta currant Demilt to oractica to attest to Ihe
experience requirement of a new CPA candIdate isa prohibited act that violates HRS
§486-10 (c),

2



MS £438B-19 and CPA Ethical Standards;

NtIS §4368-19(9) specifIes the gmu~ds for revocation, suspension, renewal, restoration,
denial, or condition of licenses. It says:

• . in addition to any other acts or conditions provided by law, the licensing
authority may refuse to renew, reinstate or restore or may deny, revoke, suspend,
or condition In any manner, any license for anyone or more of the following acts or

- conditions on the part of the li ensee or the applicant thereat

(9) Conduct or oraclicêconlrarv to reccanlzetsjandaids of ethics for the
licensed orofRs~o&on~callon (emphasis added);’ I

Given that the AICPA Principles of the Code of Professional Conduct for CRAs, also
known as the Code of Ethical (Er) Standards, are universally recognized as the standards
oreg,lcsforCPAeIn Hawaff regardfaisofwhethera Hawafl CPA license or permit holder
isa member of the AICPA, any changes to the Hawaii Administrative Rues must not
contradict or place a CPA license or flm’iit holder In a position where he or she would
~4oiate any of the AICPA ET Standards. Thu repeal of HAR Subsection 16-71.21(e),
however, would create precisely thIs ëontradlctlonMolatlon.

E~ SectIon 53 Article II — The Public nietast

ET §53.01 states:

“A dlstlruiuiahtna mask of anmt~sbn Is acceptance of Its reeoopslblflfrto the
public, The accounting pmtès loWs public consists of clients, credit grantors,
governments, employers, Investors, the busIness and financial community, and
others who rely on the objectivity and integrity of certifled public acceunlants to
maintain the orderly Ibndllonlnà of commerce. This reliance Imposes a public
Interest responsibility on certified public accountants. The public Internal Is defined
as the collectIve wellbelng of ~he community of people and instilutloni the
profession serves (emphasis qdded)f

E953.O4fiurthsrstates:

“All ~tio acceot membeishlo In the American Institute of CertlfledPubllc

~
dedication to bmMsDJonaI excafience.’

With rasped to the certification of walk experience of CPA candidates. ET §53 oblIgates
supervisors of CPA candidates to accept their responsibility to the public and seek
continually to demonstrate their dediCation to professional excellence. In óthOr words,
supervisors certlMng the experience at CPA candidates have an obligation là the public to
remain technically current themselvel through continuing professional educthion. CPA
permit holders meet this standard; CPA license holders do not. I

3



ELsection 68 ArtIcle V — Due Care:

ET §56.02 states:

IilJuUJj3LJIL]IL€Jf1(H~1jlJ.N~;)It.j:Jj;J!j!Jfj’~]fl

cornoetenceis derived (torn a synthesis of educaflori and exoeriefica, It begins
with a mastery of the common body of knowledge required for designation as
certified public accountant. ______________________________

commitment to leanihici and orofesslonal imivovernent that mua cóntlnüe
throuchout a member’s omfessigmat life. it Is a member’s Individual responsibility.
in aN engagements and In all responalbilllles. each member should un~ertake to
achieve a level of competence that wlfl assure that the quality or the member’s
services meets the high level of professiona[requlred by these Prinbiples (emphasis
added).

A CPA licensee who fails to obtain continuing professional education (GPE) Is not bkely to
be competent Furthermore, that CPA licensee without CPE does not serve the pubib
trust by attesting to the experience requirement of a CPA candidate under hid or her
supervision if the HRS requires ¶~ years of professional experience in pubuc
accountancy practice orb ecruivaleit in private Industry and government (emphasis
added). The very nature of pubflc accountancy practice demands that CP*à in pubflo
accountancy practice be current wflh continuing professional education by requiring CPAs
In putilic practice to obtain a permit to practice. The permit to practice Imposes on a CPA
licensee the obligation to obtaIn 60 hours of professional continuing education every two
yen

ET~5L05 statet

tue care reoufras a mernberto plan and supervise adeouateiv any
crofessional activity *nrwhlch he grabs I. resoonaible (emphasis added):

On-the-job training and aupeMsion of CPA candidates re a proressional activity that
demands the supervisor maintain current technical and other professional knowledge,
which Is nomialhj obtained by continuing professional education currendy not iequired ol’
CPA licensees. In a profession whore on-the-job training Is critical, It Is just that simple.

Hawaii Smal Bushiosa Bill of filohis:

The proposed change to I-fAR 16-71-21(e) vIolates two rights of local CPA firms as
described in the Hawafl Small BusIness 801 of Rights. They are (underlined er~iphasls
added below):

4



it. The stahl to a clear. abbie. and oredlctablamnulatorv and record l~eepIng
environment with easily accessible Information and administrative sulà in as
clear end concise language as Is predicable. including the posting of all
proposed administrative nile changes on the Internet webelte ci the office of
the lieutenant governor.

LV. The stahl to Os treated equally arid Misty. with reasonable access to state

stable and Predictable Regulatory Environment HAR 16.71-21(e) as currently written
was adopted after the customary nile making and public hearing process. The pros and
cons of HAR 16-71-21(e) were discuSsed at length by stakeholdera at Board Of Public
Accountancy public meetings over the course or approximately a year and careruily
considered by the previous Board of Public Accountancy before being adopted for the
protection of Hawairs consumers In January2010. The Implementaflon of the nile
requiring permit holders (not license holders) to attest to the work experience of CPA
candidates was delayed (or approximately two years to provide Urns to accommodate CPA
candidates and their employers Impacted by this rule.

Now, Just before HAR 16-71-21Ce) Is to take effect on January 1, 2012, the Board of Public
Accountancy reversed Its position in a single meeting with barely any discussion. Such
flIp-flopping on a rule that was thoroughly reviewed before passage creates an unstable
and unpredictable regulatory environment for HawaiVs CPA profession.

Right to St Treated Equally and Falrt~ CPA firms, government and private Industry
compete in Hawaii to hire fItm the salts pool of potential CPA candidates. in this
competition to recruit talent the proposed change to liAR 16-71-21(e) discrimInates
against local CPA firms In favor of government and private Industry employers by
exempting govemnient and private industry from expensive training and pemiftllng costs
for g,elraccounling personnel. Although costly and time consuming, this training is
recognized by the AICPA as necessary for consumer protection and the professional
development of CPAs. lilt Is In the interests of the public that the technical kn~wfedge of
CPAs be current, regardless of where they work, then CPA firms, government, and private
Industry employers of CPA candidates should face the same regulatory mqulr&tenis as
they compete to recruit and train the next generation of CPAa.

5
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Commoit Sensm

The repeal ci HAR Subsection 18-71-21(e) runs counter to the acceptance across the
nation that the pubic Is best seived If CPAs obtain continuing professional education.
Even the U.S. Internal Revenue Service has adopted the more continuing professional
education Is better standard in its registered tax preparerprcgram. But b~repeaijnp
HAR Subsection 18-71-211.). the Board of Public Accountancy Is savina that If sonie
contlnuhio ~rcfasslonat education Is aood (or the public’s interest then less
continulna prolOssianal education Is even better. The BoardS position that CPA
candidates do not have to be supeMsed by CPA permit to practice holders who receive
continuing professional education violates common sense.

Thank you for your cénsideintlon of this matter.

Respectfully submitted.

JohnW. Roberts~ M.B.A., CPA
HAPA Stale President
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HAWAI’I PACIFIC UNIVERSITY BUSINESS ADMINISTRATION

October 3. 2011

Laureen M. KM. Executive Officer
Board of Public Accountancy
Professional and Vocational Licensing OMsIon
Department of Commerce and Consumer Affairs
P.O.8ox3469
Honolulu, HI 96601

Re: Testimony in Strorni SuDoort of the Reneal of section 16-71-21(e)

Dear Ms. lCai,

Thank you for the opportunity to comment on the proposed change to the experience requirement for a
Hawaii CPA license, lame CPA and OMA with ten years of accounting experience at Hawaiian Electric
Company. In addition, I have over twenty-live years of experience teaching accounting and finance at
HawaII Pacific University, University of Hawal — West Oshu. and Honolulu CommunIty College. I regularly
attend the Annual Conferences of the American Accounting Association and the Teachers of Accounting at
Two Year Colleges.

I strongly support the proposed repeal of sectIon 16-71-21(e). Accounting Is not only practiced In public
accounting firms by accountants with both a license and a permit to practice in this State. ‘Accounting also
thrives In private induetty~ government, non-profit organizations and Institutions of hl~her education.

Ifwe allow this requirement to remain as written, we are In effect establishing two classes of accountants.
In addition, we are staling that one class Is superior to the other. This superiority Is not based on
experience or background. This superiority Is simply based on where In the profession this accountant
decides to wort We are allowing these public firm accountants to act as the sole gafekeepers of our
profession. Deciding who Is or is not allowed entrance.

For many years, I have noted a moderate decline in the number of students who become accounting
majors. Nationally we ere also experiencing a shortage of Accounting Professors. I would hate to think
what would happen to these numbers In the near future If we maintain this hurdle in their path.

Repeal of sectIon 18.71-21(e) strikes a blow for equality. No longer will we discriminate against certain
sectors of accountants. Having a permit to practice does not add or change the ability of a supervisor to
Judge the work of their subordinate. The requirement as currently written Is totally unnecessary.

1132 eshqSflet. Ste. 5160-1 • HwmbAa. HI 96513 • TeWICM~ (EU) 5444345 • FP& (8G*5M-24~ • E’int ~‘wthi~U&~J1~ “is
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Please feel free to call me at 544-9346 (Office) cii—.—— fCell) it you have any questions or need any
additional Information. Thanks In advance fOr any and all consideration given to these opinions.

Sincerely yours,

Thomas Kam
MBA, CPA &CMR

Assistant PmfessorcfAcccurgjng & Finance
Accounting Club Advisor
Hawaii Pacific Unlvet&ty
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Information Redacted j

________ — To—_

10/06/2011 12:13 Pt.t

Subject Re: experience requlremen~ In shte accountancy
laws

Leureert

Thank you icr reviewing the report from AiCPA headquarters. One key point I noted: how many slates
snow a CPA who Is ptcticfng as CPA with a PermIt to Pradilce toveH~plattest to the experience clan
accountant In Industry or government who Is aupeiMeed by someone who Is not evens CPA? Pediaps
this provision could be supported In the Hiwali CPA laws and rules. I sin sure that many CPAs know ci
clients who have employees who are performing substantially equivalent duties who have majored üi
accounting, p’ned the CPA e~wm, completed 150 hours, could not saaue a position In public accounting
and have gained high level accounting and audning experience as management accountants, Internal
audItors, government audItors, etc.

Meanwhile, further restrictions on entry Into public accounting will continue to place some accounting
undergraduate programs In Jeopardy of survival due to decreasing wflignese ci students to embark on
this long Journey crilve to sbr years olcoflege and a year or two of locus on the CPA ann only to find that
CPA flume prefer to hir, experienced accountants rather then new graduates. These highly Intelilgent
students can pick another business major and be done with college In 3 to 4 years, secure a job
Unmedlately which pays as wan most smaller CPA finns, a~ld having to deal with the additional
compleodifee related to registering and paselng an exam mm the CPA exam, being requirOd to perform
dM~3 duties In nitnycases for a year or two such as preparing payroll and routine bookkeeping seMc~
and than being laid off In order o make room for another fly level en’iployea

We need to encourage students to enter the profession. Hawaii should be following the most recent
version of the AIOPA Uniform Acoountanqr Act and other leadership of the bJCPA One ~earoi any kind
of substantially equivalent experience has been the AICPA policy ever since an experience policy was
reestablished In the lOaDs. The original AIOPA policy In the 1970. Was no experience requirenieM for
those who ccmpletsd ISO semester hours, completed an accounting maJor and passed ~e CPA exent
This Is still the policy In the second state to pass this policy, Florida Hawaii was the thall Does the most
recent AIOPA UM even mention that sublstantlaay equivalent experience should be verified by a
supervisor who holds the CPA license sad a currant Permit td Practice? Please let me know If anyone can
findthlsprovlelonlnlheUA&

Hawaii should be among the states which lead In frnplementlng the policies of the AICPA not a follower of
probislor.s In some states’ laws end rules which may cot yet reflect the policies of the AICPA Aloha, Mr.
Baker and Mt Giflettel

Please dlebibute this email tote Beard members and others as my written teslimony o&.thls mater. I will
see youatlhehearlng. Thank you lorycurconelderatfon.

Aloha, Jack Karbens
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1 (1) An applicant for Initial issuance of a certificate under this Section shallshow that
2 the applIcant has bad one year or experience. This experience sball Include
3 providIng any type of service or advice involving (be use of accounting, affest
4 compilatIon, management advisosy, Scandal advisory, tax or consukiog skills all of
5 whIch was verWed by a licensee, meeting requirements prescribed by the Board by
6 nile. This experience would be acceptable If It was gained through eñtploymeut In
7 government, Induatty, academia or public practice.
a
9 COMMFJE7~ Before an applicant may obtain a certificate, the applicant must obtan actual

10 expedence howeves~, that experience can be obtained in any area of employmeni involving the
11 use ofaccounting or business skills. In addition, experience should be acceptable whether it is
12 pined thmugh employment In government Industry, academia or pubic ‘practice. The
13 experience may be supervised by a non-licensee but must be verified by a licensee.
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Before the Board of Pu bile Accountancy

Friday, October 7, 2011
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King Kalakaua Conference Room, First Floor
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P.O. FOx 1754

In Support of the Proposed Amendment
to Repeal HAR Subsection 16-71-21(e)

IrcooNlu, Haw~ 96906

?th (808) 537-9475

Pa (808) 537-3520
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Chair Ueno, Vice Chair tsukamoto, and Board Members:

The Board of Directors of the Hawaii Soofety of Certltled’Public
Accountants (HSCPA) discussed the proposed amendment and a
supermajorily vote was received to support thIs measure.

Several HSCPA Board members commented that It was’easy to
misunderstand the real Intent of the proposed amendment as written In
the public hearing notice. The clarification I comparison ~houtd have
been based on the requirement as prescribed In the rules today and the
result of the zepeaL I

We strongly believe that a CPA applicant should be supervised by a
licensed CPA required to obtain four hours of ethics CP? and defer to
the authority of the Board of Public Accountancy in verifying that the
experience obtained is probssicnal, rather than repetitive ministerial
(asks. This repeal would support todays environment roj~ CPA services.

Thank you for the opportunity to testify.

Respectfully submitted,

~ ~

Tern Fujfl, CPA
President, HSCPA Board ol Directors



TV~SDFEFE UP DPSSFEXJ UZG?HSBQ JDBMTSsPs~”
P0 FvBTU ~8HF/

n,n’afltl,
HAWAII ASSOCIATION OF PUBUC ACCOUNTANTS

OrganizodAupust7. 1943
P.O. 80X81043 a

HONOLULU, HA~ll 96939 - :‘ n,
.11

October5, 2011

Thomast Ueno, CPA, ChaIrperson, Kent K. Tsukamoto, CPA. Vice Chairp~rson,
and Members of the Board of PubllcAccountancy
Professional and Vocational Licensing DivisIon
Department of Commerce and Consumer AfMIrs
335 Merchant Street Roan’ 329
Honolulu. HawaIi 98813

Re: Testimony in opposition of proposed amendment to repeal
i-tAR Subsection 16-71-21(o) requirIng a supervising CPA to hold a
permit to practice during tile period of supervision of a new CPA
candidate.

Dear Chairperson Ueno, VIce-Chairperson Isukamoto, and Members of the Board:

The board of directors of the Hawafl AssoclaUon of Pubic Accountants (HAPA) opposes
the proposed amendment to repeal I-tAR Subsection 16.71-21(e) because th~ repeal
would result h-i CPA license-only holders violating: p

1. HRS §466-10 ProhibIted Acts.

2. The ethical standards promulgated by the American Institute of Cedlffe~ Public
Accountants (AIOPA), an integral pad of the regulatory framework for CPAs In
Hawaii under HRS §436B-19, IncludIng:

a. E~ Section 53- Article II The Public Interest and I

b. Er Section 56- MIcle V- Due

3. Common sense.

Fwthemiore, the repeal of HAR Subsection 16-71-21(e) would in itself violate Bections II
end IV ci the Hawaii Small Business Bill of Rights.



Based on these resulting violations of Hawaii Revised Statutes, AICPA Ethldal Standards,
and Hawaii’s small Business Bill of Rights, HAM urges the Board of Public Accountancy
to reconsider Its on and withdraw its proposed amendment to repeal lIAR Subsection
16-71.21(e). lbs following presents HAPA’s concerns In more detail.

HRS8466~1OPtOhIbltedAct3

HRS §466.10 deflnes the legal use of lire titles ~~gftfl~ public accountant” end “CPAf As
shown below, HRS §486-10(1) dearly stales that a poison must hold both a current
license arid a current permit to practice In order to legally use the title or d~lgnalion
“certified public accountanr or ‘CPM

“Except as otherwise provided In subsection (d) of this section, no canon shall
aflame or use the tile or deelonatlon ‘certified IMMIO accountant” &:tho
abbrsvbtbn “CPA~ or any othOrtitle, designalion, words, letters, slgd, card, or
device likely to be confined with “certified public accountant” or ‘CPA” or tending to
Indicate that the person lea certified public accountant unless the careen holds a
c..greUcenseofcsrtuled cubilcaccounlant issued underthie chepteranta current
nernt to oractice Issued imderthle chapter (emphasIs added)t

One of the core Issues related to lire use of professional titles or designations “certified
public accountant” and ‘CPA’ Is the reoresentatton ofsoedal knowledne, This Issue Is
specifically and dearly addressed In detail In HRS §466-to (c) (1) below;

oreny lmdecrassum~d name used by
the person In 11* persOn’s piti’essicn ci businessWith aiwwo,dlna lndkAtlno.
~ftatWfr~e ~%t~s pqnaa is an accountant or su~Icr. orwhhn

__ flqjyjjm1%~Mthflenon has* kncifldce iii____nlsdoq or cajtflçat. p~tnflna In miywav to the

ofany recrasanEstien or eatimaie hr rsoardleanv osmon 0i1organization

(A) Financial Information, or

(B) Faqe rqgi%qj cq~ipliaqce q$i~ en q~scat~IlsIre~ bvbq or
coatact Indudina bat not l~rftedio statutes. ordipancea reaulatfon..
ereta. Io~qq~ and ~pprepIq~on~. urlqsa ~h W~sop hqMs a caned license
aMaanreanmmltto macties ~i’ed under this thantsr
(emphasis edded),~’

In light of the above, HAPA believes that repealing lIAR Subsection 16.71-21(e) and
allowing a person WithoUt a current license aM a currant permit to omefice to attest to the
experience requirement of a new CPA candidate Is a prohibited act that vi&ates HRS
§468-10(c).
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HRS 6436B-19 and CPA Ethical Standar&

[IRS §4386.19(9) specifies the gmunds fOr revocation, suspension, renewal, restoration,
denial,orcOfldIffOflOfIlCBflSOS. It says:

-. . . In addition to any other acts or conditions provided by law, the licensing
authority may reftise to renew, reinstate or restore or may deny, revoke, suspend,
or condition In any manner, any license for any one or more of the following acts or
conditions on the part of the licensee or the applIcant thereoft

• (9) Conduct or medico convarv to recoonized standards of ethics for the
licensed omlnalonAr vocation (emphasis added);” I

Given that the AICPA Principles of the Code of Professional Conduct for CPAa, also
known as the Code ci Ethical (El) SlandeMs. are universally recogted as the standards
of ethics for CPAs In Hawaii regaitiless ofwhether a Hawaii CPA license or pennit holder
Is a member of the AICPA1 any changes to the Hawaii Administrative Rules must not
contradict or place a CPA license or permit holder In a position where he or she would
violate anyof the AICPA Er Standardi. The repeal of HAR SubsectIon 18-71-21(0),
howeverj would create prec~ely this contradldllonMolaffon.

ETSectIon53~$t1i~jQ fl—The public interest

tr §53.01 statet
ap~ dis~n~j4~na piark gf ~prqfasiqç~ q ~ccepØnap offtQrqano~liutvtott)~
miblia The accounting profession’s public consists of clients, credit grantors,
gowmments~ employers, Investors, the business arid financial community, and
otherswho relyon the objectivity and Integrity of certified public accountants to
mabbin the orderly functioning of conimerce. This reliance linposese public
Interest reeponsibifityon certified public accountants. The public Interest Is defined
as the collective welI.belng of the community of people and Institutions the
profession serves (emphasis added).” -

‘s~il v4io ac000[memkqrshfl(he Ar~ij$c~p lnst1~ite of Pkrtlflqd fuj~flq
Accozajanla commit themselves to honor the ouh&hvst li return for the [althj~j
the oublic recoses fri therm members should seek conUnuauvio demonstrate their
dec~fln (n n*nqlefl.pca”

with mspectto tie certification of work experience of CPA candidates, Er §53 oblIgates
supervisors of CPA candidates to accept theIr responsibility 1~ the public and seek
continually to demonstrate their dedication to professional excellence. In other words,
supervisors certifying the experience of CPA candidates have an obligation $o the public to
remain technically current themselves through continuing professional education.. CPA
pemiltitolders meetthls standard; CPA license holders do not.
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rrs&tlon 58 MlcteV— Due Care:

E~ §56.02 states:

‘Competence Is dedved fromw It begins
with a mastrny of the common body of knowledge required for designation as
certified public accountant Themalntenaflce of comoetence reaulres a
ccntnflmentto leemino and aitfessloml Mwmvementthnt must continue
Ibmunhotta nwnbe professIonal life. It Ia a members Individual re~ponslbUlt~
In all engagements and In all responsIbIlitIes, each member should un4ertake to
achieve a level of competence that will assure that the quality of the member’s
services meets the high level of professional required by these Pdndples (emphasis

A CPA licensee who falls to obtain continuing professional education (CPE) Is not likely to
be competent Fuithemn that CPA licensee without CPE does not serve the public-
trUst by attesting to the experience requirement of a CPA candidate under his or her
supenWon If the URS requires ‘two years of professional experience In publlc
accountancy practios orb nilvalont In private Industry and government (emphasis
added). The very nature ofpublic accountancy practice dsnaMa that CPAs lapubuc
accountancy practice be current with continuing professional education by 4lrIng CPAs
In pub~c practice to obtain a permit to practice, The permit to practice knposes on a CPA
licensee the obligation to obtain 80 hours of professional continuing educallofl every two
yen

TWO.Osstetes

Due cam reculres a member to plan and supervise adequately any
ozfv~~aTcnel adldv forwhjcfthe or shobmeojinsible (emphasis èdded).’

On4he4ob training and supervision of CPA candidates Is a professional actIvity that
demands the supervisor maintain current technical and other professIonal knowiedge,
which is normally obtained by continuing professional education currently not required of
CPA Ilcensea In a profession where cn.thelob training Is critIcal, It Is just that simpla

Hawaii Small Business Bill of Rlnhb~

The proposed change to HAR 10.71-21(e) vIolates two rights of local CPA fir~ns as
described In the HawaiI Small Business Sill of Righta They are (undertined emphasis
added below):
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it The rloht to a dear, stable. and predictable reoulatorv and record keeping
envlmnment with easily accessible infOrmation and adminIstrative rules In as
clear and concise language as Is practicable. including the posting of all
proposed administrative rule changes on the Internet webalte of the office of
the lieutenant governor.

IV~ The rtoht to ha treated equally and feidv. with reasonable access to state
services.

Stable and PredIctable Regulatory Environment HAR 16-71-21(e) as currently written
was adopted efteF the customary rule making and public hearing process. The pros and
cons of HAR 16-71-21(e) ware discussed at length by stakeholders at Board of Public
Accountancy public meetings over the course ofappio~dmateIy a year and carefully
considered byte pISUIOUB Board of Public Accountancy befOre being adopted for the
protection of Hawaii’s consumers In January 2010. The Implementation ci the rule
requiring permit holders (not license holders) to attest to the wrk experience of CPA
candidates was delayed for approxlnfl)y two years to provide lime to accommodate CPA
candidates and thefr employers Impacted by this rule.

Now, Just before HAR 18-71-21(e) Is to take effect on January 1,2012, the Board of Public
Accountancy reversed Its position In a single meeting with barely any discuSsion. Such
flip-flopping on a rule that was thoroughly reviewed before pasiaga weates~an unstable
and unpredictable regulatory environment for Hawaii’s CPA professloa

Right to Be Treated Equally and Fairtyt CPA fimis. government, and private Industry
compete in Hawaii to hire from the seine pool ofpotential CPA candidates. ‘hi this
competition to recruit Went the proposed d’iange to lIAR 16-71-21(e) discrIminates
against local CPAfirms In favor of government and private Industry employers by
exempting government and private industry from expensive trabihig endperhiultlng costs
forthelraccowmtlng personnel. AithDughcostlyanctlime consuming, this tr~lning Is
recognized by the AICPA as necessary for consumer protection and the professional
development of CPAs Wit is hi the Interests of the pubic that the technical knowledge of
CPAs be current regardless of wilerethey work, then CPA firms, govemmdnt, and private
Industry employers of CPA candidates should face the same regulatory reqt~Irements as
they compete to recruit and train the next generation of CPAs.

S



Common Senser

The repeal of NM Subsection 16-71-21(e) nina counter to the acceptance across the
nation that the publTc Is beet sewed If CPAs obtain continuing professional education.
Even the U.S. Internal Revenue SaMoa has adopted the more continuing professional
education Is bettet standard In its registered tax preparer program. But by repealino
HAR SubsectIon 16-71-21(e). th. Board of Public Accountancy Is savlnä that If some
conflnnmft~s!opajedwat3ofl ppod tqflhe PubIWflteJ,jk*a~ Ieq
co~UngIng1profe~fç~aj~ducaUog &eveg bet*s~. ma Boajts position that CPA
candidates do not have to be supeMsàd by CPA permit to practice holders 4nio receive
condnulng professional education violates common sense.

Thankyouforyour consideration oflhls matter.

Respectfully submitted,

LW. Robfl MBA, CPA
HAPA State President
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Comments:
I Apologize for submitting my testimony late and would greatly appreicate your consideration
in support of 502739 SD2, HD1.

Mahalo,
David S. De Luz, Jr.
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llavid S. Dwe Luz, Sr., Enterprises, Inc
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